


OU CAN’T PRACTICE LAW BY MAIL 


DID YOU ever attempt to have a client execute a will by mail? 
If so, the following experience of an attorney will bring back 


recollections of the difficulties involved. 


There was a voluminous exchange of letters and the usual 
frequent change of mind as to minor beneficiaries. The 
came back an undated will, and the attorney after con- 
sulting the annotation in 6 A.L.R. 1455, on dating wills, 
decided that it might be desirable to have it re-executed. 
The final indignity, however, occurred when the carbon 
copy was returned with this notation: “I’m tearing up 
one copy so my husband won’t run across it.” All hope 
fled upon examination of the annotation in 48 A.L.R. 297 
on destruction of one copy as revocation of the other. 


Yes, you need your clients before you, and you need your books 
and you need the quick information available in the 13,000 anno- 
tations in American Law Reports covering practical questions 
such as these. 


THE LAWYERS CO-OPERATIVE PUBLISHING Co. . Rochester, N. Y. 
BANCROFT-WHITNEY Co. ° ° ° San Francisco, Calif. 
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This Lawyer is surprised. He heard too late. A recent 
court decision overruled, or otherwise nullified, the 
cases he was using in his argument. 


He was relying on old-fashioned methods of obtaining 
information about court decisions. He didn’t know that 
these decisions are now available promptly. He didn’t 
know Law Week could have told him about these de- 


cisions weeks before. 


The Law Week publishes full text of United States Su- 
preme Court opinions on the same day they are rendered. 
It promptly publishes important rulings of all Federal 
agencies and the precedent-establishing opinions of the 
United States Circuit Courts of Appeals, District Courts, 
and State Supreme Courts. 


You don’t need to be surprised by a decision that affects 
your interests. And you won’t be if you have the United 
States Law Week. 


We will be glad to mail you a booklet explaining how 
you can keep up with the law—how you can avoid being 
surprised at an important moment by a new court de- 
cision. 


a 2205 M Street, N. W. 
United States Law Week  Wasnincron, 5.¢ 
[ii] 
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MULTIPLE DOMICILS AND MULTIPLE 
INHERITANCE TAXES—A POSSIBLE 
SOLUTION * 


D. J. FARAGE 
Professor of Law, Dickinson School of Law 


Until recently the history of inheritance tax law has 
shown, in general, a rather consistent policy against mul- 
tiple state taxation of decedents’ estates. Difficulties over 
“tangibles” were pretty well ironed out by Frick v. Penn- 
sylvania* which proscribes taxation by any other than the 
state of the situs.” When later the Supreme Court over- 
ruled previous decisions permitting both the “domicil” 
of a debtor and that of the creditor-decedent to tax “intan- 
gibles,” and adopted instead a rule permitting their tax- 
ation only by the “domicil” of the latter,’ many believed * 


*The writer is indebted to Professor Elliott E. Cheatham for reading the 
original manuscript and making a number of valuable suggestions. 

1268 U. S. 473, 45 Sup. Ct. 603, 69 L. ed. 1058 (1925). 

2The only important difficulties remaining as to “tangibles” center over 
distinctions between “temporary and permanent situs.” Occasionally, some 
question arises as to whether particular assets, such as stocks, bonds, or notes, 
should be treated as “tangibles” or “intangibles.” The Supreme Court has 
decided to treat these as “intangibles.” See Baldwin v. Missouri, 281 U. S. 
586, 50 Sup. Ct. 436, 74 L. ed. 1056 (1930); First National Bank v. Maine, 
284 U. S. 312, 52 Sup. Ct. 174, 76 L. ed. 313 (1932). For the classification of 
money, see Blodgett v. Silberman, 277 U. S. 1, 48 Sup. Ct. 410, 72 L. ed. 749 
(1928). 

8 Farmers L. & T. Co. v. Minn., 280 U. S. 204, 50 Sup. Ct. 98, 74 L. ed. 371 
(1930) ; First National Bank v. Maine, 284 U. S. 312, 52 Sup. Ct. 174, 76 L. ed. 
313 (1932). But cf. later cases cited in note 15, infra. 

* Notwithstanding difficulties remaining because of the “business situs” 
theory for “intangibles” advanced in New Orleans v. Stempel, 175 U. S. 309, 
20 Sup. Ct. 110, 44 L. ed. 174 (1899). See Brown, Multiple Taxation By the 
States—What Is Left of It? (1935) 48 Harv. L. Rev. 407; Haglund, Double 
Taxation (1935) 8 So. Car. L. Rev. 79, 112. 
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that the “promised land” of freedom from multiple taxa- 
tion was in sight. 

The theory advanced by the Court to explain the exclu- 
sive power of the decedent’s “domicil” to tax “intangi- 
bles,” namely that these have their “situs” at the “domicil” 
because mobilia sequuntur personam, did not escape criti- 
cism.° The result of the Court’s decision, however, has 
been explained and generally justified as evidencing, to 
use the words of Professor Brown, a policy that “intangi- 
bles” “should of course be taxed somewhere, but . 
should be taxed only in one jurisdiction, and that the 
most desirable jurisdiction to impose the tax in such a 
situation is the domicil of the owner.” ° 


These words bear scrutiny as throwing some light upon 
a pitfall into which many of us have fallen. It will be 
noted that this language proposes not only the elimina- 
tion of multiple taxes but also, what will presently be 
shown to be an entirely different matter, the designation 
of a single taxing power. Reasonable men may well agree 
that a decedent’s estate should not be confiscated by mul- 
tiple taxes and yet disagree as to whether only one state 
shall enjoy the power to tax. When the Court, seeking to 
avoid multiple taxes, borrowed the concept of “domicil,” 
it accepted with it the ancillary hornbook doctrine, blessed 
by the RESTATEMENT,’ that for one man there can be only 
one “domicil” at one time. The inadvertent result was an 
enlargement of the Court’s original purpose of prevent- 
ing multiple taxation so as to proscribe multiple taxing 
powers. The result reached at this point may be sum- 
marized as, “There can be only one ‘domicil,’ and that 
one alone may tax all of decedent’s ‘intangibles.’ ” 


But alas, another subsidiary doctrine affecting the con- 
cept of “domicil” is that its determination is a jurisdic- 


5 Brown, supra note 5 at 408, 431, says this “hoary but absurd” maxim was 
used as “an attempted rationalization of the irrational.” 


® Brown, supra note 5 at 431 (italics ours). 
7 RESTATEMENT, ConFiict oF Laws §11. 
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tional problem to be decided by each forum for itself.* 
Accordingly, there exists the spectacle of the Dorrance 
litigation ° under which two or more states are each per- 
mitted to impose inheritance taxes. It is not intended to 
review here the subsequent Supreme Court cases sustain- 
ing such duplicate exaction.”” Suffice it to say that the 
monster of multiple taxation has been revived in differ- 
ent form as a result of the theories used in the very at- 
tempts to remove it. 


ONE MAN—ONE DOMICIL 


In theory, supposedly, state inheritance taxes are im- 
posed for the privilege of, or as a condition to the devolu- 
tion of property.” In the case of “tangibles,” this ration- 
alization easily satisfies those seeking for a “legal reason,” 
namely that the state within which land or chattels are 
situated has “power” (within constitutional limits) to 
withhold the property and prevent devolution unless the 
taxes are paid. But since “intangibles” have no physical 
situs, it is impossible to view the privilege of devolution 
as emanating from any particular state. Therefore, the 
power of any state to impose inheritance taxes as to “in- 
tangibles” cannot be explained as based on power to pre- 
vent devolution, unless by a priori reasoning. Since it is 
commonly conceded that “intangibles” should be taxable 
somewhere, it may, of course, be useful to ascribe a ficti- 
tious “situs” to “intangibles” and to treat them as located 
at a fixed point or points for the purpose of taxation. But 
the designation of any “situs,” while fictitious, should not 
be arbitrary. There should have been such a substantial 

8 Id. § 10. 

®In re Dorrance, 309 Pa. 151, 163 Atl. 303 (1932); New Jersey v. Pennsyl- 
vania, 287 U. S. 580, 53 Sup. Ct. 313, 77 L. ed. 508 (1933); In re Dorrance, 
115 N. J. Eq. 268, 170 Atl. 601 (1934). 

10 For a succinct summary of such cases, see Problem of Multiple Domicile 
(1940) 11 Pa. Bar Ass’n Q. 207. 

11 See United States v. Perkins, 163 U. S. 625, 16 Sup. Ct. 1073, 41 L. ed. 287 
(1896). Although there is some authority for the view that the tax is im- 
posed for the privilege of receiving rather than of giving, there appears to 


be no case in which the transferee’s “domicil,”’ as distinguished from the 
decedent’s, imposed the inheritance tax. 
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relation between the decedent at his death and the ficti- 
tious “situs,” and that state should have conferred such 
benefits upon the decedent and his property that it appears 
fair to permit that state to tax and thus to be designated 
a fictitious “situs” of the “intangibles.” » 

It is at this point that the concept of “domicil” suggests 
itself as a convenient description of the taxing power to 
be designated. It would seem, however, that the power 
of a state to tax does not turn upon that state’s being the 
“domicil”; rather that state is deemed the “domicil” be- 
Cause it is permitted to tax. The term describes a legal 
conclusion and not a factual operating cause. However 
it be described, whether as “domicil,” or “wousin,” * the 
essential factor for jurisdiction to tax “intangibles” lies 
in the decedent’s having had ties with and benefits from 
the would-be taxing power so substantial as to justify the 
exercise of that power.* ‘The ultimate question is and 
should be not that of “domicil” vel non, but one of fair- 
ness. Once it be decided that the extent of the decedent’s 
activities within and the benefits conferred by the would- 
be taxing state justify its attempt to tax, it may be proper 
and convenient to use the label “domicil,’ but only to 
describe the legal conclusion.” 

12 Cf. GoopricH, ConFiict oF Laws (2d ed. 1939) 98, “We tax him for it 
(intangible property) at his domicil, not because it is located there by the maxim 
mobilia sequuntur personam, but because the true nature of this tax is that 


of a personal tax upon the creditor. Personal taxes are imposed upon one by 
the law of his domicil.” 

If this means that “intangibles” are to be taxed where the decedent was 
otherwise taxed, the reason seems arbitrary. ‘“Domicil” should be allowed to 
tax, not because it has imposed other personal taxes upon decedent, but because 
in the light of the benefits conferred by “domicil” upon decedent the latter 
should be taxable by it. Query, if all personal taxes are imposed by the 
“domicil”: Curry v. McCanless, 307 U. S. 357, 59 Sup. Ct. 900, 83 L. ed. 1339 
(1939), infra note 15. 

13 See JEROME FRANK, LAW AND THE MoperN MIND, (1930) c. vii, p. 57. 


14 The term “domicil” when used hereinafter in relation to the power to impose 
inheritance taxes is used in this sense. No suggestion as to the significance 
of the term “domicil” for other than inheritance tax purposes is intended. 

15 That the extent of decedent’s contacts with and benefits from the taxing 
power, rather than “domicil,” is the basis for inheritance taxation seems to be 
suggested by Curry v. McCanless, supra note 12 at 367: “In cases where the 
owner of intangibles confines his activity to the places of his domicil it has been 
found convenient to substitute a rule for a reason . . . by saying that his intan- 
gibles are taxed at their situs and not elsewhere, or perhaps less artificially, by 
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To be sure, courts and writers have discovered various 
factual elements which in different combinations are gen- 
erally found to exist when a particular state is designated 

s “domicil.” These, of course, are important and are 
factors to be weighed in determining whether the relations 
of decedent to the would-be taxing power were substan- 
tial enough to justify taxation. But, as the Dorrance liti- 
gation and similar cases indicate, and as Mr. Justice 
Frankfurter has observed, in adhering to the single “dom- 
icil” concept, a “slight shift of emphasis in applying the 
formula produces contradictory results . . . Even a small 
change of portions in the admixture of factors which in 
combination yield the legal concept of domicile, may 
place the domicile in one state rather than another. . .” ** 
In this connection, it is notable that the Pennsylvania and 
New Jersey decisions in the Dorrance case, starting with 
the same facts, both cite the RESTATEMENT in support. 

Once it is recognized that the ultimate question is 
whether it is fair for a particular state to tax, it becomes 
evident that in a particular case it may be fair for more 
than one state to tax, and the bugaboo of “single domicil” 
and of “single taxing power” is no longer an obstacle to 
clear thinking. If at death a decedent was dividing his 
time approximately equally between each of two states 
and was enjoying in equal degree the protection and priv- 
ileges accorded by each state, would it not be the acme 
of legalistic arbitrariness to limit the power to tax to one 
state merely in order to support the dogma, “One man— 
one domicil”? And even if the division of time and 


invoking the maxim mobilia sequuntur personam . . . But when the taxpayer 
extends his activities with respect to his intangibles, so as to avail himself of 
the protection and benefit of the laws of another state, in such a way as to 
bring his person or property within the reach of the tax gatherer there, the 
reason for a single place of taxation no longer obtains.” (Holding an estate 
subject to inheritance taxes assessed both by decedent’s domicil and by domicil 
of decedent’s trustees.) See also Massachusetts v. Missouri, 308 U. S. 1, 60 
Sup. Ct. 39, 84 L. ed. (adv. op.) 38 (1939) ; —— v. McGraw, 308 U. S. 
313, 60 Sup. Ct. 211, 84 L. ed. (adv. op.) 39 (1939 :. 

Cf., State of Wisconsin v. J. C. Penney Co., 6 Sup. Ct. 246, 250 (U. S. 1940). 

16 Texas v. Florida, 306 U. S. 398, 429, 431, 59 Sup. Ct. 563, 578, 579, 83 
L. ed. 817 (1939). 
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property in, and the bestowal of protection by each state 
be unequal, if they be substantial in each case should the 
“situs” of “intangibles” be fixed so as to shut out all claims 
but of the one state showing most? It is submitted that 
there is no more reason for necessarily letting one state 
impose the sole and complete inheritance tax as to all the 
“intangibles” than for letting one state tax as to all “tan- 
gibles” wheresoever situated. 

This discussion of the adequacy of the “single domicil” 
theory harks back to the debates before the American 
Law Institute ** when the RESTATEMENT OF CONFLICT OF 
LAWS was being considered. At that time, Professor 
Cook’s suggestion that “domicil” for one purpose might 
be different from “domicil” for another purpose was re- 
jected by the Institute. Had the debate been postponed a 
few years, Professor Cook might have been able to sup- 
port the broader proposition that there may be more than 
one “domicil” even for the same purpose.* For whether 
it be deemed good law or bad (and the writer believes it 
is good), there can be little doubt that, except perhaps 
under the limited circumstances of Texas v. Florida,” 
the Supreme Court will not proscribe “multiple domi- 
cils” for inheritance tax purposes.” For good or evil, the 
dogma of “single domicil” is being overturned. 


REMEDIES 


While recognition of multiple taxing powers is desir- 
able, however, the plight of estates which are subjected 
to multiple taxation evokes sympathy. Accordingly, ever 
since the Dorrance cases, many suggestions have been 
advanced by the profession to avoid the “confiscation” of 
estates through the operation of such decisions. The use 


17 [II Proceepincs, AMERICAN Law InstituTE (1925) pp. 226-231. 

18 Cf. also the divorce cases. Virtually all divorce decrees recite a finding 
of jurisdiction based upon “domicil.” Yet, when Reno and like divorce decrees 
are tested in other states, the forum may make contrary findings as to “domicil.” 

19 Supra note 16. 

20 Cf. Curry v. McCanless, supra note 12, which suggests that the maxim 
mobilia sequuntur personam may no longer confine jurisdiction to tax “intangi- 
bles” to the state of the creditor’s “domicil.” 
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of the Federal Interpleader Act™ or of the Federal De- 
claratory Judgment Act” has been prominently consid- 
ered as a possible solution. But decisions of the Supreme 
Court appear to have shut the door to these proposals.” 
Moreover, the use of the Federal Declaratory Judgment 
Act, even if available, would, it has been argued, prove 
“unwieldy, litigious, and expensive.” “* A suggestion that 
Congress by statute confer jurisdiction upon the Supreme 
Court in such cases to determine the “domicil” has been 
dismissed on the ground that such jurisdiction cannot 
be extended except by constitutional amendment.” In 
turn, the obviously difficult course of a constitutional 
amendment itself has been suggested for the conferring of 
such jurisdiction.” It is noteworthy that most if not all 
of these proposed solutions assume to approve and seek 
to preserve the doctrine of “single domicil.”*” Their 
objective is to circumvent the Court’s refusal to proscribe 
“multiple domicils.” Perhaps we lawyers as a class are 
reluctant to leave well-traveled paths. But since old 
paths seem to refuse to lead us where we would go, per- 
haps it would be well to consider new ones. 

Earlier in this paper, the dogma originally resulting 
from the Court’s use of the “domicil” concept to prevent 

21 Suggested by Paxon & First, Avoidance of Multiple Taxation of Dece- 


dents’ Estates (1937), 33 Pa. Bar Ass’n Q. 14. 

22 See Federa, Multiple Domocile in Inheritance Taxation (1939) 17 Tax 
Mac. 142. 

23 Supra note 10. 

24 (1939) 8 Brooxityn L. Rev. 444, 447. 

25 Supra note 10 at 212. 

26 (1939) 12 So. Carr. L. Rev. 469. Other writers have suggested uniform 
or reciprocal state legislation, state compacts, or voluntary state action to 
avoid consumption of estates by inheritance taxes. See (1939) 19 B. U. L. Rev. 
480 and supra note 10 at 212. It has been pointed out, however, that apart 
from the difficulty of obtaining uniform statutes, these would create new and 
difficult problems of their own. Cf. note (1928) 28 Cor. L. Rev. 806. 

27 See also Lowndes, The Tax Decisions of the Supreme Court, 1938 Term 
(1939) 88 U. or Pa. L. Rev. 1, 16. He says, “Texas v. Florida may be a step 
in the right direction, but it is a short and timid step moving in a narrow 
range, which manifests a curious indifference to individual injustice. It scarcely 
seems consistent with the even-handed impartiality which may be rightfully 
demanded of the Supreme Court to find that tribunal willing to adjudicate 
‘domicil,’ as it was in Texas v. Florida, where this is necessary to insure col- 
lection of a tax; but grimly refusing to make a similar adjudication where this 
will prevent confiscation of an individual’s estate by unfounded tax claims.” 
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multiple taxation was summarized as, “There can be only 
one ‘domicil’ and that one alone may tax all of decedent’s 
‘intangibles.’” As indicated, since the Dorrance and 
like cases have undermined the first proposition in this 
dogma as to “single domicil,” we have sought methods 
of reestablishing that proposition. Perhaps we have been 
“barking up the wrong tree.” Perhaps there is a way out 
if we accept recognition of “multiple domicils,” as dis- 
tinguished from multiple taxation, and center our atten- 
tion upon the second part of the dogma, under which the 
taxing power may tax all of decedent’s “intangibles.” 


Our course is not altogether uncharted. A corporation 
doing business in several states may, of course, be taxed in 
each state to the extent of its tangible property there sit- 
uated. It often happens, however, that there is a “corpor- 
ate excess” consisting of intangible obligations, good will 
and the like, and making up the corporation’s assets above 
its “tangibles.” As early as 1897, in Adams Express Co. 
v. Ohio State Auditor,” the Supreme Court, feeling that 
these “intangibles,” like those of a decedent, should be 
taxed somewhere, permitted each state within which such 
company did business to tax the corporation as to its “in- 
tangibles.” While the Court thus recognized multiple 
taxing powers, however, it preserved freedom from mul- 
tiple taxation by requiring that the taxing states hit only a 
reasonable proportion of the “intangibles.” Accordingly 
was born the “unit rule.” In 4dams Express Co. v. Ohio 
State Auditor, involving a transportation company, the 
Court recognized as a reasonable proportion of “intangi- 
bles” for each state to tax one fixed by the ratio between 
gross receipts and mileage within each state and the total 
gross receipts and mileage of the company. 


This writer’s suggestion, in short, is that we distinguish 
between “multiple domicils” and multiple taxation, that 
we recognize the fairness and desirability, on occasion, of 


28 166 U. S. 185, 17 Sup. Ct. 604, 41 L. ed. 965 (1897). 
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multiple taxing powers,” and that we attempt to devise 


a reasonable formula by which to determine the respective 
portions of the “intangibles” that each state may fairly hit. 

The proposal is that the due-process clause be invoked, 
not to proscribe “multiple domicils,” but to require each 
“domicil,” if there be more than one, to confine its tax 
to only a fair share of the “intangibles.” In neither of the 
Dorrance cases, nor in any of the later “multiple domicil” 
tax cases, has this precise use of the due-process clause 
been asked. This door remains to be tried as a last resort 
before constitutional amendment. 


PRORATING “INTANGIBLES” 


The writer has no illusions about the difficulties inher- 
ent in finding an exact or even reasonable formula for 
apportionment of a decedent’s “intangibles” among the 
“multiple domicils.” The present status of the law, how- 
ever, which permits each of the “multiple domicils” to 
hit all of the “intangibles” must be conceded to be wholly 
arbitrary. Itseems just as unduly arbitrary to permit each 
taxing power to tax all the “intangibles” as to let one of 
several potential “domicils” tax all and the others nothing. 
The designation of any “situs” for the apportionment of 
“intangibles” necessarily involves, of course, some degree 
of arbitrariness. Since we are dealing with law which in 
its present form is wholly arbitrary and at least in a meas- 
ure must be so, any proposal which is less arbitrary than 
the present law justifies consideration. The difficulties 
to be overcome in establishing a reasonable formula for 
prorating the “intangibles” are no greater than those met 
in devising reasonable “measures” for franchise and other 
corporate taxes.” Such matters are never entirely free of 


29It may be objected that such recognition may prompt abuses by state 
courts. But, in the words of Mr. Justice Frankfurter, “It is not to be assumed 
that state courts will make findings dictated solely by fiscal advantages to their 
states. The contrary assumption must be made—and the assumption rests _— 
adjudicated experience, e.g. Matter of Trowbridge, 266 N. Y. 283, 194 N. 
756 (1935).” See Texas v. Florida, supra note 16. 

80 Cf. Commonwealth v. Columbia Gas & Electric Corp’n, 336 Pa. 209, 8 A. 
(2d) 404 (1939). 
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arbitrary elements. Thus, in Addams Express Co. v. Ohio 
State Auditor, the prorating formula based upon consider- 
ation of gross receipts was upheld although there is no 
necessary relationship between the extent of a company’s 
good will and gross receipts from a particular area and 
its total intangible assets. ‘These may exist in spite of 
rather than as a result of the business done in a particular 
area. Ina particular area the company may be engender- 
ing ill will and may be operating at a loss instead of a 
profit.“ With these preliminary observations, let us con- 
sider several possible formule for prorating.” 

One possibility is to permit each “domicil” to tax a 
share of “intangibles” proportionate to the extent that the 
taxing state aided or permitted the accumulation of dece- 
dent’s property. Thus, if the decedent, although substan- 
tially connected with two states, earned three-fourths of 
his money in one state and only one-fourth in the other, 
there is something to be said in favor of letting the two 
“domicils” tax “intangibles” in those proportions. As a 
practical matter, however, insurmountable difficulties ob- 
viously prevent any effective use of that formula. In the 
Dorrance cases, for example, the decedent’s wealth was in 
great measure traceable to a soup factory, in New Jersey, 
which he controlled. The product was sold everywhere, 
however, in local, inter-state, and foreign commerce, and 
profits therefore depended upon a multitude of sales and 
resales which could never perhaps be clearly traced. 
Similarly, a decedent might own stock in a corporation 
doing business in many states. His dividends would re- 
flect that widespread business. How could any state con- 


81 That precision cannot be and is not expected in such cases, see Nashville 
etc. R. R. v. Browning, 60 Sup. Ct. 968, 84 L. ed. (adv. op.) 862 (U. S. 1940). 


32 Tt is not intended to imply that the requirement of apportionment should 
necessarily operate to prevent the taxing state from referring to the total 
amount of the “intangibles” as a unit in determining the bracket or rate to be 
used. The analogy of Maxwell v. Bugbee, 250 U. S. 525, 40 Sup. Ct. 2, 63 
L. ed. 1124 (1919) and of Great Atlantic & Pacific Tea Co. v. Grosjean, 301 
U. S. 412, 57 Sup. Ct. 772, 81 L. ed. 1193 (1937), would support such a prac- 
tice. 
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veniently trace the part of the dividends attributable to 
the business within it? Many other situations might be 
put showing the impracticability of this formula. 

Another patent possibility is to let each of the “domi- 
cils,” if there be more than one, hit an equal share of 
the “intangibles.” ‘Thus, if there are four taxing powers 
in a given case, and the total value of the “intangibles” is 
$400,000, each state might be permitted to tax $100,000. 
This formula has the virtue of easy workability. More- 
over, it is certainly less arbitrary than the present policy 
of letting each state tax all. This formula, however, does 
not take into account differences in the extent or value of 
benefits conferred by each of the taxing states. A formula 
taking such differences into account would perhaps be less 
arbitrary. 


A third possibility is to permit each of the “domicils” to 
tax “intangibles” in the same proportion that tangible 
property of the decedent has its situs within the states. 
Thus, if there were three taxing “domicils,” the first hold- 
ing $10,000 of the decedent’s “tangibles,” the second 
$20,000, and the third $30,000, under this formula the first 
would be permitted to tax one-sixth of the “intangibles,” 
the second one-third, and the other one-half. It is not 
intended to suggest that any state having some tangible 
property may share in the tax on “intangibles.” There 
must be a preliminary finding that the decedent had such 
a substantial connection with each would-be taxing state 
that each may be characterized a “domicil.” ‘Thus, if in 
the supposed case decedent had owned realty worth 
$2000 in a fourth state which he had never visited and 
with which he had no other connection, that state would 
not be permitted to share in the inheritance tax of “intan- 
gibles.” 

At first impression, this third formula may appear arbi- 
trary because there is, of course, no necessary relation be- 
tween the amount of decedent’s tangible property and 
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the amount of his “intangibles.” ** But after all, no one 
contends that any fictitious “situs” for taxation purposes 
should be assigned to “intangibles” because they have any 
demonstrable relation with “tangibles.” If, as postulated, 
the power to tax turns in large measure upon the extent 
of the benefits conferred by the taxing power, then it 
may be reasonably argued that the greater the tangible 
assets which decedent had within the particular state at 
his death, the greater the degree and value of the pro- 
tection received in that state. In this connection it is 
perhaps significant that no case seems ever to have fixed 
a decedent’s “domicil” for tax purposes in any state in 
which decedent did not have a substantial part of his 
tangible property. 

This formula, then, appears to have the advantage not 
only of being more reasonable than the existing law and 
fairly workable, but, unlike the second suggested formula, 
it takes some account of equitable differences in the extent 
of the benefits conferred by the taxing states. 

It may be contended that, if the third formula were 
adopted, property owners desiring to preserve their estates 
would “fraudulently” place their “tangibles” in states 
having the lowest tax rates. To this several answers may 
be made. Even under presently operating rules, “the tax 
systems of different states have varying degrees of attrac- 
tion for those in control of an estate, and it is to their 
natural interest to seek a single inclusive disposition of 
the elusive issues of ‘domicil.’” ** In other words, devices 
to evade higher taxes are sought to be employed now. In 
the second place, there is slight basis for fear of fraud. 
If power to tax is a return for benefits conferred, the situs 
of the “tangibles” should be permitted to tax accordingly, 
since other states by the the same token have been obliged 
to confer lesser benefits, irrespective of the motives for 


33 In cases involving the “unit rule,” the “intangibles” are usually incidental 
to the business or a result of it. 


34 Mr. Justice Frankfurter in Texas v. Florida, supra note 16. 
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situating the property. Moreover, “fraud,” if estab- 
lished, could be dealt with rigorously.” 

Another objection might be made by putting the theo- 
retically possible case of a decedent having no “tangibles” 
but a fortune in “intangibles.” It is hardly conceivable 
that one wealthy enough to be the desired subject of 
taxation of several “domicils” would have no “tangibles.” 
He would no doubt have at least some personal effects. 
Moreover, it is hardly likely that a substantial connection 
with more than one state could be found in such a case 
if, as suggested above, presence of tangible property is 
a vital factor in establishing “domicil” for purposes of 
taxation. In any event, the formula would be reasonably 
workable in the bulk of cases that might arise. 

A fourth possibility is to prorate taxes on the basis of 
time spent by the decedent in each taxing state for a given 
period preceding death, say two or three years. This 
formula takes into account certain types of benefits con- 
ferred by the taxing power which the third formula does 
not, e. g. protection of the person, as distinguished from 
property, of decedent, use of the highways, etc. This 
basis for prorating, however, may be inadequate or unfair 
in cases where “domicil” may be established notwith- 
standing a substantial continuous physical absence of the 
deceased from the taxing state.*° 

Perhaps the best formula for prorating would be one 
that considers a number of elements, rather than only 


37 


one.” Under this view, the third and fourth formule 


85 Cf. the analagous problem presented in cases of “confusion” of fungible 
goods. Burdens of proof are placed on the wrongdoer, and sometimes the 
entire product is given to the injured party. Stone v. Marshall Oil Co., 208 
(1936) 57 Atl. 183 (1904); Gribben v. Carpenter, 323 Pa. 243, 185 Atl. 712 

y 

36 Cf. Dupuy v. Wurtz, 53 N. Y. 556 (1873); Culbertson v. Floyd County, 
52 Ind. 361 (1876); Sears v. Boston, 1 Metc. 250 (Mass. 1840). 

87 Cf. Laws of Pennsylvania, Act of May 16, 1935, P. L. 184, §1; April 8, 
1937, P. L. 239, §1, imposing a franchise tax on all foreign corporations doing 
business in the state. The tax is five mills on a certain proportion of the 
company’s capital stock. The proportion is determined viz: one-third of the 
proportion is fixed by the ratio between the firm’s “tangibles” in the state and 
all —— “tangibles” wherever situated; a second third of the proportion 
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suggested above would be combined along with any other 
factors which might justify consideration. Each factor 
in the “group” formula might be assigned a “constant” 
value as is done in the case of the Pennsylvania Corporate 
Stock Tax, or perhaps some degree of flexibility may 
be provided for in the formula so as to give each factor 
a fluctuating value dependent upon varying circumstances 
presented by actual cases. 

None of these suggestions are held out by the writer as 
establishing a perfect or precise rule. All that has been 
sought to be demonstrated is the possibility of devising 
some rule which, while recognizing multiple taxing pow- 
ers, reasonably protects decedents’ estates from total con- 
sumption.” If this paper succeeds only in shifting pri- 
mary attention from the attempt to proscribe “multiple 
domicils” to efforts for a reasonable prorating of “intan- 
gibles” upon the assumption that it may be fair and 
proper to have more than one taxing power, the writer’s 
purpose will have succeeded. 
is fixed by the ratio between the firm’s expenditures for wages and salaries 
to employees within the state and all such payments to all employees; the last 
third is fixed by the ratio between the firm’s gross receipts within the state 
and all of its gross receipts. This method of apportionment was held consti- 


tutional in Commonwealth vy. Columbia Gas & Electric Corp’n, 336 Pa. 209, 8 
A. (2d) 404 (1939). 

38 [bid. 

39 While the Supreme Court cannot make over a tax system, it might, by 
analogy to the “fair return” cases (in which the Court has required certain 
basic factors to be considered in determining “fair return”), attempt a crude 
apportionment plan limiting the proportion of “intangibles” which a state may 
tax, where decedent’s contacts were divided, and declining to sustain an unap- 
portioned tax in such a case. The preferable course, however, would be for 
the states, with the help of economists, to legislate reasonable formule for 
prorating, leaving to the Court power to invalidate unapportioned taxes, and 
perhaps some power to review the reasonableness of the formule devised. 
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PART III 


Names of Individuals 
Section 5 of the Act of 1905 provides: 


That no mark which consists merely in the name of an individual, 
firm, corporation, or association not written, printed, impressed, 
Or woven in some particular or distinctive manner, or in asso- 
ciation with a portrait of the individual . . . shall be registered 
under the terms of this Act. . 


That part of the above provision relating to marks which 
consist merely in the name of an individual is based on 
the older common law rule that an ordinary surname is 
not capable of exclusive appropriation.” The Act of 
1905 has not modified the common law in this respect, 
and registration of a mere surname has been consistently 
refused, even when it is the name of the applicant and 
even though it may have acquired secondary meaning as 
a trade mark.” 

At the present time, however, there is considerable 
doubt as to when a mark is a mere surname within the 


sae : on installments of this study see (1940-41) 9 Geo. Wasu. L. Rev. 
ie. ae. 

161 See, Thaddeus Davids Co. v. Davids, 233 U. S. 461, 34 S. Ct. 648, 58 
L. ed. 1046 (1914). 

162 See, Oliver Chilled Plow Works v. Wm. J. Oliver Mfg. Co., 40 App. D. C. 
125 (1913); Tinker v. Patterson Dental Supply Co., 53 App. D. C. 37, 287 
Fed. 1014 (App. D. C. 1923); In re Nisley Shoe Co., 13 U. S. P. Q. 304, 58 
F. (2d) 426 (C. C. P. A. 1932) ; American Tobacco Co. v. Wix, 16 U. S. P. Q. 
181, 62 F. (2d) 835 (C. C. P. A. 1933). The effect of the provision in Sec. 5 
of the Act of 1905 that “nothing herein shall prevent the registration of a trade 
mark otherwise registrable because of its being the name of the applicant or a 


[ 389 ] 
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meaning of the statute. In Ex Parte Warner Quinlan 
Co.** the Commissioner said: 

. nearly any combination of letters may possibly spell the 
name of an individual somewhere in the world, and by diligent 
search such possibility may be established as a fact. I do not 
think, however, that the statute need be so literally construed. 
It seems reasonable to require evidence that an alleged surname 


is currently recognized as such before authorizing the refusal of 
its registration on that ground. 


In this case, the mere fact that the word in question was 
found in an eleven year old telephone directory was held 
to be insufficient evidence when the word upon its face 
was not a common surname." 


Whether the Court of Customs and Patent Appeals 
would agree with the above quoted statement of the Com- 
missioner in the Quinlan case is not at all clear. In the 
case of In re Nisley Shoe Co.,* decided by the Court 
of Customs and Patent Appeals before the Quinlan case, 
the applicant for registration of the name “Nisley’s” for 
shoes and hosiery contended that the mark was not sub- 
ject to the bar of the name clause of section 5 because it 
was an uncommon and rare name. In this case it was 
apparent from the manner in which the name was used 
(in the possessive case) that it was a surname, and it was 
conceded in the record to be the name of the president 
of the applicant company. In answer to the applicant’s 
argument, the court said: 


With respect to the first contention of appellant, the statute 
makes no exception in the case of uncommon or rare names. 


portion thereof” is discussed in the subsection entitled Names of Firms, Cor- 
porations, or Associations, infra. See also, Frankfort Distilleries, Inc., v. Baker, 
39 U. S. P. Q. 121 (1938). The effect of secondary meaning on registrability 
under the Act of 1905 is discussed in the section entitled WHat Is A REGISTRABLE 
TraDE MARK? subsection entitled Non-Technical Trade Marks, supra. See 
also, Ex parte MacGregor Co., 45 U. S. P. Q. 285 (1940). It should be noted 
that given names are not considered to be subject to the name clause bar. 
Forest City Mfg. Co. v. Forest Garment Co., 43 U. S. P. Q. 155 (1939). 

163 29 U. S. P. Q. 249. 

164 See also, Forest City Mfg. Co. v. Forest Garment Co., supra note 162, in 


which the Commissioner held it sufficient that the word in question appeared 
in two five-year-old telephone directories. 


165 13 U. S. P. Q. 304, 58 F. (2d) 426 (C. C. P. A. 1932). 
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The applicant also argued that the word has other mean- 
ings, but to this the court replied: 
Under the facts of this case, even if the word “Nisley’s” did have 
another meaning than that of signifying the name of appellant’s 
president, it would be immaterial. 
From these statements of the court, it would appear that 
the name clause bar was considered to be absolute where 
the word is a surname, whether or not it is generally so 
recognized or has other well defined meanings. On the 
other hand, the court, by way of dictum, clearly suggested 
a different interpretation of the statute in the later case 
of American Tobacco Co. v. Wix,’* in which the court 
held the word “Wix” unregistrable because it was a sur- 
name not distinctively displayed. The court limited the 
meaning of its decision in this case by stating: 
We do not wish to be understood in this opinion as holding that 
under no circumstances is a surname registrable. Many names 
have a significance other than as names, and are not regarded by 
the public as merely names. 

If the word sought to be registered is the surname of 
an applicant individual, or even if it is shown to be the 
name of an officer or other person connected with an ap- 
plicant company, it seems very likely that registration 
will be refused by both the Commissioner and the Court 
of Customs and Patent Appeals.**’ If the word is used in 
the possessive case, its meaning is still more clearly the 
name of a person (natural or legal), and refusal to regis- 
ter it is practically certain. But if the word has a well 
understood significance other than as a surname, is un- 
common as a surname, and is so used that the public would 
not be likely to consider it a surname, the name clause 
bar should not be applied. So, also, if a word coined 
by an applicant and used by him as a trade mark in an 
arbitrary and fanciful sense is found to have been used in 
rare instances as a surname, that fact alone should not 


166 Supra note 162. 


167 Compare the Nisley and Wix cases, notes 163 and 164, supra, in both of 
which the decision of the Commissioner was affirmed by the court. 
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prevent its registration. This proposition is in harmony 
with the opinion of the Commissioner in the Quinlan case, 
though it is difficult to reconcile it with language used by 
the court in the Nisley case. While a mark has a con- 
genital weakness if it has been used as a surname, there 
should be room for some exercise of judgment by the 
Patent Office as to whether the mark is so commonly used 
as a surname that it would probably be recognized as 
such. In view of the above quoted statement in the Wix 
case, the Court of Customs and Patent Appeals might be 
expected to relax the strict rule announced in the Nisley 
case and approve the more liberal rule stated by the Com- 
missioner in the Quinlan case. 

The Act of 1905 permits the registration of a surname 
if it is “written, printed, impressed, or woven in some par- 
ticular or distinctive manner, or in association with a 
portrait of the individual.” ‘The question whether a name 
is distinctively displayed “in some particular or distinc- 
tive manner” has caused considerable difficulty. The 
Court of Customs and Patent Appeals, in the Nisley case, 
supra, discussed this question and said: 

We are of the opinion that the proper construction of the 
words “particular or distinctive manner” . . . is that the word 
. Shall be written, printed, impressed, or woven in such a 
manner as to form a distinct impression upon the eye of the 
observer, to the extent that he will remember such particular or 
distinctive form and rely upon it, in part at least, in ascribing 
origin of the goods to which the mark is applied.*®* 
In Frankfort Distilleries, Inc. v. Dextora Co.,° the Com- 
missioner said that the manner in which the name is dis- 
played must “give such a distinct impression to the eye 
of the ordinary observer as to outweigh the significance of 
the mere name.” In Kellogg Co. v. Hampton Cracker 
Co., Inc.,'” the Commissioner adopted the above quoted 
words of the Court of Customs and Patent Appeals in the 


168 See, also, Jn re American Steel and Wire Co. of New Jersey, 28 
U. S. P. Q. 348, 81 F. (2d) 397 (C. C. P. A. 1936). 

169 36 U. S. P. Q. 297 (1938). 

170 42 U. S. P. Q. 476 (1939). 
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Nisley case. And in Ford Motor Co. v. Windsor-Lloyd 
Products, Inc.,"" he said that the word sought to be regis- 
tered must be “so displayed that the name is more or less 
lost in the distinctiveness of the display.” 

While the above interpretations of the meaning of the 
statute may be of some assistance as guides for the prac- 
titioner and for the Patent Office, it is necessary to study 
a large number of marks which have been considered in 
connection with the provision of the statute in question 
in order to obtain any clear understanding of how it is 
applied in practice. Such a presentation will not be 
undertaken in this article. It may be noted, however, 
that the use of distorted or unusual type, or an inter- 
mingling of upper and lower case letters, is not likely to 
satisfy the requirement of distinctiveness,’* and that use 
of a name in conjunction with a design is not in itself 
enough to lend to the mark the requisite degree of dis- 
tinctiveness unless the composite effect outweighs the sig- 


nificance of the word as a name.’ While an applicant’s 
own signature is considered sufficiently distinctive to sat- 
isfy the statute, his name in the handwriting of another 
has been held to lack distinctiveness and to be unregis- 
trable.** 


As indicated in the discussion of Confusion in Trade 
—Similarity of Marks, supra, even though the name of 
an individual is distinctively displayed, it is not, ipso 
facto, registrable, but is subject to the bar of the confusion 
in trade clause in section 5. If the name sought to be reg- 
istered is the same as, or is closely similar to, a name pre- 
viously registered to another, and is not so clearly dis- 
tinguished therefrom by the manner in which it is dis- 


171 28 U. S. P. Q. 115 (1936). 


172 See, In re Nisley Shoe Co., supra note 162; Ford Motor Co. v. Windsor- 
Lloyd Products, Inc., 28 U. S. P. Q. 115 (1936); Kellogg Co. v. Hampton 
Cracker Co., Inc., 42 U. S. P. Q. 476 (1939). 

173 John Walker & Sons, Ltd. v. W. & H. Walker, Inc., 30 U. S. P. Q. 
375 (1936). 

174 Ex parte Reliance Mfg. Co., 36 U. S. P. Q. 392 (1938). 
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played that confusion of purchasers would be unlikely, 
registration to the applicant should be refused.” 

In the case of applications for registration under the 
Act of 1920, a surname need not be distinctively dis- 
played, and likelihood of confusion with similar marks 
previously adopted by others is the only basis upon which 
registration can generally be refused on account of the 
nature of the mark.*” 


Names of Individuals Under the Lanham Bill 
Section 2 (e) of the Lanham Bill provides, in part, 


that 


No mark . . . shall be refused registration on account of its 
nature unless it . . . consists of a mark which . . . is primarily 
merely a surname.**’ 


The above quoted provision would unquestionably admit 
of an interpretation at least as broad as the Commission- 
er’s interpretation of the Act of 1905 in the Quinlan case, 
supra; and the mere fact that a mark sought to be regis- 
tered, or a part thereof, is the surname of some person 


should not subject the mark to the name clause bar of the 
Lanham Bill unless its meaning is primarily a surname. 
The discussion of the name clause at the hearings on this 
Bill shows that such was the intention of the framers of 
the Bill; for example, it was suggested that the names 
Cotton, King, Jack, Knife, Ink, and the like, though used 
as surnames, might be registrable as part or all of a trade 
mark.*” 

Although the Lanham Bill does not expressly refer to 
names distinctively displayed, it is not believed that the 
framers of the Bill intended to deny the right to register 
a mark consisting of a surname distinctively displayed 


175 J, B. Williams Co. v. Williams, Supra note 145; Brown Durrel Co. v. 
Jordon, 45 U. S. P. Q. 619 (1940). 

176 Jt should be added, however, that the use of the name as a trademark 
must not be immoral or scandalous within the meaning of §5 (a) of the Act of 
1905, as in the case of Ex parte Martha Maid Mfg. Co., 37 U. S. P. Q. 156 
(1938) (see subsection entitled Immoral or Scandalous Marks, supra). 

177 Ttalics ours. 

178 HEARINGS, pp. 18-19 and 39-41. 
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within the meaning of the Act of 1905. It might well 
be said that such a name is not “primarily a surname” by 
reason of the distinctive manner in which it is displayed, 
and such a construction of the Bill would seem to be both 
reasonable and desirable. The hearings on the Bill offer 
no assistance on this matter, for no mention was made 
therein of names distinctively displayed. 

The registrability of marks on the supplemental regis- 
ter of the Lanham Bill which are barred by the name 
clause of the principal register would appear to depend 
upon the same considerations as the registrability of such 
marks depends at the present time under the Act of 1920. 
Whether registration of a mark consisting of a surname 
is sought on the principal register or the supplemental 
register, the confusion in trade clauses of section 2 (d) 
and section 23, respectively, would have to be considered. 


Names of Firms, Corporations, or Associations 


In American Steel Foundries v. Robertson, Commis- 


stoner,” the Supreme Court discussed in considerable de- 
tail the prohibition in section 5 of the Act of 1905 against 
the registration of names of firms, corporations, or asso- 
ciations.*’ The decisions of the Commissioner and the 
Court of Customs and Patent Appeals have followed the 
principles enunciated by the Supreme Court in that case 
with reasonable consistency and accuracy. The general 
rule was clearly stated by the Court as follows: 


. when the appropriation of the corporate name is complete, 
the rule of the statute, by its own terms, is absolute and the pro- 
posed mark must be denied registration without more. But 
when less than the whole name has been appropriated, the right 
of registration will turn upon whether it appears that such partial 
appropriation is of such character and extent that, under the 
facts of the particular case, it is calculated to deceive or confuse 
the public to the injury of the corporation to which the name 
belongs. 


179 233 U. S. 461, 34 Sup. Ct. 648, 58 L. ed. 1046 (1914). 

180 For the wording of the name clause of § 5, see subsection entitled Names 
of Individuals, supra. Hereinafter, for the sake of brevity, the term “corpora- 
tion” will be used to include all three of the types of legal persons specified in 
the statute—firms, corporations, and associations. 
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Thus, where the mark sought to be registered is shown 
to be a complete appropriation of a corporate name, reg- 
istration must be denied whether or not the goods of the 
applicant are closely related to the business of the cor- 
poration, or other circumstances exist presaging confu- 
sion of the public and consequent injury to the corpora- 
tion.’ But where the appropriation of the corporate 
name is only partial, the criterion of registrability is the 
likelihood of confusion.” The extent of the appropri- 
ation and the relation of the goods dealt in by the appli- 
cant and the corporation are the most important factors 
to be considered in determining whether there is likeli- 
hood of confusion, though it is clear from the decision in 
the American Steel Foundries case that the bar may be 
applicable though the goods of the parties are not of the 
same descriptive properties, particularly if the part ap- 
propriated is distinctive. 


In considering the importance of the part of a corpo- 
rate name appropriated, words like company, incorpo- 
rated, and limited are ignored on the theory that they do 
not serve to identify any particular corporation.’* If such 
words constitute the only distinction between the name of 
the corporation and the part appropriated by the appli- 
cant, the appropriation is regarded as complete, and, 
where there are other distinctions, the words in question 
are given no weight as factors contributing to the avoid- 
ance of confusion. Words which lack distinctiveness be- 
cause they constitute parts of numerous trade marks and 


181 See, Fyr-Fyter Co. v. William L. Barrell Co., Inc., 32 U. S. P. Q. 261 
(1937); Purex Corp., Ltd. v. Purex Products, Inc., 35 U. S. P. Q. 222 (1937) ; 
Servel, Inc. v. Sutton, 36 U. S. P. Q. 269 (1938); White Cap Co. v. Allied 
Stores Corp., 41 U. S. P. Q. 554 (1939). 


182 See Emerson Electric Mfg. Co. v. Emerson Radio and Phonograph Corp., 
34 U. S. P. Q. 55, 90 F. (2d) 331 (C. C. P. A. 1937); Old Joe Distilling Co. 
v. Old Quaker Co., 37 U. S. P. Q. 621 (1938); Colonial Williamsburg, Inc. 
v. Tomlinson of High Point, 40 U. S. P. Q. 563 (1939); Tiffany & Co. v. 
Reilley, 40 U. S. P. Q. 571 (1939) ; cf. Her Majesty Underwear Co. v. Roberts, 
42 U. S. P. Q. 94 (1939). 

183 Fx parte Gruendler Crusher & Pulverizer, 10 U. S. P. Q. 174 (1931); 
White Cap Co. v. Allied Stores Corp., 41 U. S. P. Q. 554 (1939); Purex 
Corp., Ltd., v. Purex Products, Inc., 35 U. S. P. Q. 222 (1937). 





TRADE MARK REGISTRATION—LANHAM BILL 397 


corporation names *“ likewise serve but little to identify 
any particular corporation, and their appropriation as 
part of a trade mark by an applicant is not likely to cause 
such confusion as would warrant refusing registration. 
On the other hand, as stated by the Court in the Ameri- 
can Steel Foundries case, 
There may be, of course, instances where a single word in the 
corporate name has become so identified with the particular cor- 
poration that whenever used it designates to the mind of the pub- 
lic that particular corporation. 

If a mark has been published for registration, or has 
been registered, and the name clause bar is raised in an 
opposition or cancellation proceeding, the parties may in- 
troduce evidence to show that the portion of the name ap- 
propriated does or does not identify the petitioner in the 
mind of the public. The petitioner must plead the issue 
in order to have it considered as an inter partes matter,” 
and he has the burden of proof as on other issues in such 
proceedings. If appropriation of the petitioner’s cor- 
porate name is complete, such evidence is unnecessary, 
and it is sufficient merely to raise the issue in the plead- 
ings.’ But if the appropriation is only partial, the peti- 
tioner must also prove that the part of its name which has 
been appropriated identifies the petitioner in the mind 
of the public, and that the businesses of the parties are so 
related that confusion of the public is likely." 


184 See American Steel Foundries v. Robertson, Commissioner, note 177, 
supra; Califruit Wineries, Inc. v. Citrus Juice & Flavor Co. Ltd. 32 
U. S. P. Q. 59 (1936); Puritan Soap Co. v. Pure Oil Co., 38 U. S. P. Q. 
493 (1938). 

185 Tf not pleaded, the right to raise this issue is said to be waived. See, 
George W. Luft Co., Inc. v. Integrity Hosiery Co., 14 U. S. P. Q. 292; Emer- 
son Electric Mfg. Co. v. Emerson Radio and Phonograph Corp., supra note 182; 
Carnation Co. v. California Growers Wineries, Inc., supra note 85. 

186 White Cap Co. v. Allied Stores Corp., 41 U. S. P. Q. 554 (1939). 

187 See, National Dairy Products Corp. v. Allied Mills, Inc., 30 U. S. P. Q. 
274 (1936); Maple Grove Candies, Inc. v. Schenley Products Co., 30 
U. S. P. Q. 280 (1936); General Foods Corp. v. General Sugar Estates, Inc., 
30 U. S. P. Q. 318 (1936); White Rock Mineral Springs Co. v. Neurad, 33 
U. S. P. Q. 163 (1937); Emerson Electric Mfg. Co. v. Emerson Radio and 
Phonograph Corp., supra note 182; Colonial Williamsburg, Inc. v. Tomlinson 
of High Point, 40 U. S. P. Q. 563 (1939); Swank Products, Inc. v. Veldown 
Co., Inc., 46 U. S. P. Q. 416 (1940). 
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The Patent Office has on file copies of the articles of 
incorporation of a large number of corporations, and, in 
proper situations, it relies on this evidence to support ex 
parte refusals to register marks that involve an appropria- 
tion of a corporate name. This is generally done, how- 
ever, only where the appropriation is of such character 
and extent that, under the facts of the particular case, 
confusion of the public is highly probable, or where the 
appropriation is of substantially the complete corporate 
name.” 

Where the name clause bar is raised in any inter partes 
proceeding, the party raising the issue can rely only on its 
own name; the names of third parties cannot be plead- 
ed.*** Since the right to raise the issue may be waived, it 
is logical to hold that names of third parties may not be 
relied upon, for only the owners of such names could be 
injured by their registration. 

Where an applicant seeks to register a mark which is 
the name of a corporation, the name clause bar is held to 
be applicable irrespective of the fact that the applicant 
used the mark as a trade mark prior to its adoption by the 
corporation. For the bar to be invoked, it is only neces- 
sary that the mark was the name of a corporation at the 
time registration was applied for.“ Though this rule 
appears to be inconsistent with the priority principles 
upon which most other trade mark conflicts are adjudi- 
cated, it was explained by the Commissioner in Cracker 
Jack Co. v. Aspergren Co.,™ as follows: 

Applicant urges that it has used the mark since prior to 


opposer’s date of incorporation and consequently that its mark 
should be registered. The statute, however, has no such restric- 


188 As one example of the use of such certificates, see Ex parte Harris Soap 
Co., 37 U. S. P. Q. 460 (1938). 

189 Packard Motor Car Co. v. Lektro Shave Corp., 39 U. S. P. Q. 165 (1938) ; 
Elizabeth Arden, Inc. v. New Way Hosiery Co., 41 U. S. P. Q. 624 (1939). 

190 National Dairy Products Corp. v. Allied Mills, Inc., 30 U. S. P. Q. 274 
(1936) ; Califruit Wineries, Inc. v. Citrus Juice & Flavor Co., Ltd, 32 
U. S. P. Q. 59 (1936); Oldetyme Distillers, Inc. v. Motlow, 33 U. S. P. Q 
139 (1937) ; Vitab Products, Inc. v. Knox Co., 37 U. S. P. Q 343 (1938). 

191 342 O. G. 3, 1926 C. D. 2. 
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tion, but it is clear that a mark cannot be registered if at the 
time the application is filed it is the name of a corporation. The 
provision in section 5 of the Act with respect to the name, em- 
blem, etc., of institutions, organizations, and clubs—namely that 
such marks may not be registered if adopted since their use by 
the club, etc., clearly shows that Congress knew how to use 
language to protect prior users of the mark. Since Congress has 
not adopted appropriate language to afford registration of marks 
adopted and then later made the names of corporations, we must 
assume that no such provision was intended. 


In 1913, section 5 of the Act of 1905 was amended by 
insertion of the following proviso: 


Provided further, That nothing herein shall prevent the registra- 

tion of a trade-mark otherwise registrable because of its being 

the name of the applicant or a portion thereof. 
The purpose of this amendment seems to have been to 
avoid the effect of the interpretation of the name clause 
whereby a corporation could not register its own name as 
a trade mark. As pointed out in the Nisley case, supra, 
the amendment was not intended to broaden the right to 
register surnames, and while it has been construed to 
permit corporations to register their own names as trade 
marks if they otherwise qualify as good technical marks, 
an individual may not register his own surname unless 
it is distinctively displayed. 

As in the case of surnames used as trade marks, the bar 
against the registration of corporate names may be avoided 
if the name is “written, printed, impressed, or woven in 
some particular or distinctive manner.” ‘The same stand- 
ards applied in determining whether a surname is dis- 
tinctively displayed within the meaning of the statute 
are applicable as tests of the registrability of marks con- 
sisting merely in the name of a corporation. 

The Act of 1920 does not contain any corresponding 
provision against the registration of corporate names. If 
the goods of an applicant are not of the same descriptive 
properties as the goods dealt in by a corporation, the 
Commissioner has held that the name of the corporation 
may be registered by the applicant under the Act of 
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1920. He clearly indicated, however, that the appli- 
cant could not register such a mark if his goods possessed 
the same descriptive properties as goods dealt in by the 
corporation, unless the mark was used by him before it 
was adopted as the name of the corporation. The ground 
upon which such a holding would have to be based is that, 
under such circumstances, the applicant’s use of his mark 
for one year prior to his application could not have been 
bona fide as required by the Act of 1920. 


Names of Firms, Corporations, or Associations Under 


the Lanham Bill 


The Lanham Bill contains no prohibition against the 
registration of the name of a firm, corporation, or asso- 
ciation by another. As under the present law, however, 
any such mark would be subject to opposition proceedings 
before registration, and cancellation proceedings there- 
after, at the instance of anyone who can show probable 
injury from its registration. 

This change in the present law should eliminate there- 
from a feature which has been an instrument of frequent 
hardship and the subject of much criticism. As stated by 
Judge Learned Hand in L. E. Waterman Co. v. Gor- 
don,” “It would be hard, for example, for the seller of a 
steam shovel to find ground for complaint in the use of 
his trade mark on a lipstick.” ‘The name clause of the 
Act of 1905 may produce such an absurd result. A mark 
which is otherwise registrable should only be refused 
registration if there would be likelihood of confusion and 
resulting injury from registration, and the mere fact that 
a word is also a corporate name, without more, does not 
necessarily mean that confusion will be caused by its regis- 
tration. Under the Lanham Bill, such marks would be 
registrable unless there is likelihood of confusion. 


192 Technicolor, Inc. v. KOH-I-NOOR Bleistiftfabrik L. & C. Hardmuth, 
43 U. S. P. Q. 17. 


198 22 U. S. P. Q. 268, 72 F. (2d) 272 (C. C. A. 2d, 1934). 
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The absence of any express provision in the Lanham 
Bill for ex parte rejections of marks consisting merely in 
the name of a corporation, when confusion from their 
registration is likely, is a subject for criticism. The first 
clause of section 2 of the Bill, however, impliedly author- 
izes the rejection of all marks by which the goods of the 
applicant would not be distinguished from the goods of 
others. This clause appears to be a sound basis for re- 
fusing to permit an applicant to register the name of a 
corporation as his trade mark when the circumstances are 
such that confusion in trade would be likely to result. 

Another anomalous and objectionable feature of the 
Act of 1905 is omitted from the Lanham Bill. Under 
the provisions of the latter, no trade mark would be re- 
jected or cancelled on the ground that it consisted merely 
in the name of a corporation if the corporation adopted 
its name after the applicant had adopted and used his 
mark. The propriety of such a rejection or cancellation 
would depend upon priority of adoption and use, as in 
the case of other conflicting marks, and the inequitable 
result reached in the case of Cracker Jack Co. v. Asper- 
gren Co., supra, would be avoided. 


Portraits of Individuals 
Section 5 of the Act of 1905 provides: 


That no portrait of a living individual may be registered as a 
trade mark except by the consent of such individual, evidenced 
by an instrument in writing, nor may the portrait of any deceased 
President of the United States be registered during the life of his 
widow, if any, except by the consent of the widow evidenced in 
such manner. 
The requirement of the statute is not satisfied by written 
consent that the portrait may be used as a trade mark, 
but the consent must expressly embrace the right to reg- 
ister the portrait." Such marks are also subject to the 
confusion in trade clause of section 5, for if two parties 


are given the required consent, they obviously cannot both 


19 Mary Garden v. Parfumerie Rigaud, Inc., 34 U. S. P. Q. 30. 
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be permitted to register the same portrait for goods of the 
same descriptive properties.’ 


Portraits of Individuals Under the Lanham Bill 


Section 2 (c) of the Lanham Bill places the same 
restriction upon the registration of portraits of living 
individuals as the Act of 1905, but the clause relating to 
portraits of deceased Presidents has been omitted. Any 
improper use of such portraits, however, or the portrait 
of any other person, is denied registration by section 2 (a) 
of the Bill, which prohibits the registration of a mark 
which: 

. . tends to disparage persons living or dead, institutions, be- 
liefs, or national symbols, or to bring them into contempt. 
Descriptive Marks 
Section 5 of the Act of 1905 further provides: 


That no mark which consists merely in words or devices which 
are descriptive of the goods with which they are used, or of the 
character or quality of such goods . . . shall be registered under 
the terms of this Act. 
From the wording of the statute, it is apparent that a 
mark may be objectionably descriptive for either of two 
reasons, namely: 


1. That the mark is descriptive of the goods, or 


2. That the mark is descriptive of some character or 
quality of the goods. 


This bar against registration, like that against register- 
ing the name of an individual, is based upon the common 
law. The common law rule was broadly stated by the 
Supreme Court in Beckwith v. Commissioner of Pat- 
ents.°° The Court said: 


It was settled long prior to the Trade-Mark Registration Act 
that the law would not secure to any person the exclusive use 
of a trade mark consisting merely of words descriptive of the 
qualities, ingredients, or characteristics of an article of trade. 


195 Atlantic Macaroni Co., Inc. v. Martorelli, 39 U. S. P. Q. 76. 
196 252 U. S. 538, 543, 40 Sup. Ct. 414, 64 L. ed. 705 (1920). 
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This for the reason that the function of a trade mark is to point 
distinctly, either by its own meaning or by association, to the 
origin or ownership of the wares to which it is applied, and 
words merely descriptive of qualities, ingredients or character- 
istics, when used alone, do not do this. Other like goods, equal 
to them in all respects, may be manufactured or dealt in by oth- 
ers, who, with equal truth, may use, and must be left free to 
use, the same language of description in placing their goods be- 
fore the public. 


Both the Patent Office and the Court of Customs and 
Patent Appeals have often cited the Beckwith case as stat- 
ing, not only the common law rule on the subject of 
descriptive marks, but also the rule to be followed in 
testing registrability under the Act of 1905. 

It is difficult, if not impossible, to formulate any test 
which can be applied to the facts of all cases for deter- 
mining whether a mark is descriptive. In general, it may 
be said that, to determine whether a mark is descriptive 
within the meaning of the statute, it must be examined in 
connection with the goods to which it is appropriated. 
As stated by the Court of Customs and Patent Appeals in 
the case of In re Vortex Cup Co.,’” 

The question of whether a word used as a trade-mark is de- 
scriptive of the goods on which it is used, depends, of course, 
upon the circumstances of each case. A word which is descrip- 
tive when used on one class of goods, may be purely arbitrary 
and fanciful when used on goods of another class. Accordingly, 
the mere fact that a word or term has a descriptive mean- 


ing does not necessarily mean that its use is prohibited by the 
statute.’** 


For the bar under consideration to be absolute, the mark 
must consist “merely” (only) of descriptive matter, and 
composite marks comprising both descriptive and fanciful 
or arbitrary words or devices are not within its terms. 
Unless the mark as a whole, or the dominant part thereof, 
is descriptive, the bar is not applicable. This was clearly 
stated by the Supreme Court in the Beckwith case, 


197 29 U. S. P. Q. 495, 83 F. (2d) 821 (C. C. P. A. 1936). 


198 See also, In re One Minute Washer Co., 37 U. S. P. Q. 203, 95 F. (2d) 
517 (C. C. P. A. 1938). 


3 
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supra.” ‘The Beckwith case, however, also held that, 
where only part of a mark is descriptive, registration may 
be withheld until the descriptive portion has been dis- 
claimed, thus assuring retention of the descriptive portion 
in the public domain.*”° 

There is considerable recent authority holding that a 
mark which would be descriptive to one skilled in the 
trade in which the mark is employed is not registrable, 
whether or not its descriptive connotation would be recog- 
nized by the purchasing public.” Also, if a word, used 
in its technical sense, is not descriptive of the goods in 
question, but its popular meaning is descriptive of them, 
it has been held that the mark is not registrable, for 
members of the purchasing public who are not tech- 
nicians would be expected to rely entirely on the popular 
meaning of words.*” Both the technician and the layman 
must be considered in such cases, and if the mark would 
be judged by either to be descriptive, it should remain in 
the public domain to be used in that sense for the benefit 
of such class of persons, and registration should be re- 
fused. 

While it is impossible to discuss all of the many ways 
in which marks may be descriptive of goods within the 
meaning of the statute, a few examples may be profitably 
discussed by way of illustration. The cases studied indi- 
cate that the following types of descriptiveness are com- 
monly met in handling applications for registration: *”* 


1. A mark may be merely a generic definition of the 
goods. An example of this type is the mark 


199 See also, In re American Cyanamid & Chemical Corp., 39 U. S. P. Q. 
445, 99 F. (2d) 964 (C. C. P. A. 1938). 

200 For a further discussion of the function of disclaimers, see the section 
entitled DiscLAIMERS, infra. 

201 See In re Richfield Oil Co., 33 U. S. P. Q. 41, = Ag ~ 499 (C.C.P.A. 
rod In re Union Oil Co. of Beahconte 33 U. P. Q. 43, 88 F. (2d) 492 
(C.C P. A. 1937); cf., Ex parte Tower Co., 38 u S. P. My 98 (1938). 

202 Ry parte Wait, 25 U. S. P. Q. 146 (1935). 

203 In the section ‘entitled Wuat Is A REGISTRABLE TRADE MARK? supra, it 
was pointed out that the requirement that a trademark must indicate source or 
origin is closely related to the refusal to register descriptive marks, and a 
number of examples of marks that are objectionable for both of these reasons 
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“Boiler Meter” for a device adopted to indicate 
the rate of flow of liquids in a boiler.” 


. A mark may be merely descriptive of some phys- 
ical or chemical characteristic or quality of the 
goods, or the manner in which they are proc- 
essed or constructed. Examples of this type are 
“Twin Power” for a tractor capable of develop- 
ing two different power ranges; “Hi-Octane” for 
gasoline; and “Relief Process” for printed mat- 
ter." 


were cited. Reference to that discussion should be made in connection with 
the classification of descriptive marks. The classification of the types of 
descriptiveness herein set forth is not meant to be all inclusive, and descriptive 
marks may be found which are not readily classifiable in any of the three groups 
listed. Moreover, the groups have no clear dividing line, and the classifi- 
cation of some of the examples given in notes 202, 203, 204, and 205, infra, may 
be open to criticism. However, it is thought that by far the large majority of 
objectionably descriptive marks may be fitted into one or more of the three 
groups. 

204 In re Bailey Meter Co., 41 U. S. P. Q. 275, 102 F. (2d) 83 (C. C. PLA. 
1939). Other examples of ‘marks which are similarly objectionable are con- 
tained in the following cases: Kellogg Co. v. National Biscuit Co., 305 U. S. 
111, 59 S. Ct. 109, 83 L. ed. 73 (1938) © (“Shredded Wheat” for breakfast food) ; 
Compania Ron Daiquiri S. A. v. Compania Ron Bacardi S. A., 24 U. S. P. Q. 
174 (1935) (“DAIQUIRI” for rum); Chek-Chart Corp. v. Lubrichart Co., 
29 U. S. P. Q. 146 (1936) ee, for a lubricating chart) ; Frigidaire 
Corp. v. North American Car Corp., 32 U. S. P. Q. 79 (1936) (‘ ‘Frigicar” for 
a mechanically cooled railway car); Jn re American Cyanamid & Chemical 
Corp., 39 U. S. P. Q. 445, 99 F. (2d) 964 (C. C. P. A. 1938) (“Plank” for 
reinforced slabs of cementitious material) ; Ex parte Square D Co., 39 U.S. P.Q. 
551 (1938) (‘“Multi-Breaker” for electrical circuit breakers); Martell & Co. 
v. Societe Anonyme de la Benedictine Distillerie, 43 U. S. P. Q. 153 (1939) 
(“B and B” for a beverage of brandy and benedictine). See also section 
entitled WHat Is A REGISTRABLE TRADE MARK? subsection entitled Mark Must 
Indicate Origin, supra. 

205 Ex parte Massey Harris Co., 42 U.S. P. Q. 531 (1939) (“Twin Power”) ; 
In re Richfield Oil Co., supra note 201 (“HI-OCTANE”); Ex parte Relief 
Printing Corp., 25 U. S. P. Q. 147 (1935) (“Relief Process”) ; other examples 
of marks which are similarly objectionable are contained in the following cases: 
Armstrong Paint & Varnish Works v. Nu-Enamel Corp., 305 U. S. 315, 59 
Sup. Ct. 191, 83 L. ed. 195 (1938) (‘““Nu-Enamel” for paint enamel) ; Franklin 
Knitting Mills v. Kassman & Kessner, 56 App. D. C. 348, 13 F. (2d) 319 
(App. D. C. 1936) (“Fashion” for wearing apparel); Black Bros. Flour Mills 
v. Dennie, 151 Ms. D. 416, 17 T. M. Rep. 141 (“Just-Right” for poultry feed) ; 
Ex parte Parke, Davis & Co., 30 U. S. P. Q. 173 (1936) (“Dermalac”—from 
Greek for “skin” and Latin for “milk’—for a skin lotion of a milky con- 
sistency) ; Ex parte Burgess Battery Co., 30 U. S. P. Q. 322 (1936) (“Little 
Six” for dry cell batteries) ; In re Union Oil Co. of California, supra note 
(“76” for gasoline) : Ex parte Roger & Gallet, 33 U. S. P. Q. 393 (“Milkshave” 
for liquid soap); Ex parte Gantner & Mattern Co., 34 U. S. P. Q. 36 (1937) 
(“Floating Bra” for play suits and underwear); Ex parte International Car- 
rier-Call & Television Corp., 34 U. S. P. Q. 230 (1937) (“Carrier-Call” for 
a communicating system employing carrier circuits) ; Minneapolis Brewing Co. 
v. Ekhart & Becker Brewing Co., and ten other cases, 38 U. S. P. Q. 344-348 
(1938) (“Steinie” for beer, “steinie” being the name of a type of beer bottle). 
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3. A mark may be descriptive of a characteristic of 
or the mode of operation of the goods in use. 
Examples of this type are “Slip Away” for sani- 
tary toilet seat covers, and “Floating Air” for 
refrigerator cabinets.” 


. A mark may be merely descriptive of the purpose 
for which the goods are intended to be used or of 
a result accomplished or avoided when the goods 
are used for that purpose. Examples of this type 
are “Arthron” for an arthritis treatment prepar- 
ation; “Cleer Proof” for printer’s ink; and 
“Notox” for hair waving pads, lotions, etc., which 
can allegedly be safely used without injurious 
toxic effects.*” 


206 De Waide v. Dunnell, 41 U. S. P. Q. 105, 102 F. (2d) a . C7. A. 
1939) (“Slip Away’) ; Frigidaire Corp. v. Friedrich, 28 U Q. 402 
(1936) (“Floating Air”) ; other examples of marks which are aint ob- 
jectionable are contained in the following cases: In re Ric-Wil Co. 32 
U. S. P. Q. 396, 87 F. (2d) 516 (C. C. P. A. 1937) (“Dry-PaC” for heat 
insulating material) ; Collins & Aikman Corp. v. Sanford Mills, 40 U. S. P. Q. 
473, 101 F. (2d) 531 (C. C. P. A. 1939) (“Breathing Back” for a pile fabric 


having the breathing characteristics of leather). 


207 Nutrition Research Laboratories, Inc. v. Olden Minerals, Inc., 44 
U. S. P. Q. 78 (1939) (“Arthron”) ; Ex parte Lyon, 32 U. S. P. Q. 265 (1937) 
(“Clear Proof”); Ex parte Zotos Corp., 38 U. S. P. Q. 195 (1938) (“NO- 
TOX”); other examples of marks which are similarly objectionable are con- 
tained in the following cases: Ex parte Northwestern Bedding & Mfg. Co., 
151 Ms. D. 448, 17 T. M. Rep. 240 (“Kantsag” for bed springs); Walgreen 
Co. v. Godefroy Mfg. Co., 24 U. S. P. Q. 77, 74 F. (2d) 127 (C. C. PLA. 
1934) (“Peaudouce’—French for “soft skin’—for skin cream); Ex parte 
American Steel and Wire Co. of New Jersey, 27 U. S. P. Q. 185 (1935) 
(“Leak Proof” for roofing nails); Ex parte Lehon Co., 33 U. S. P. Q. 555 
(1937) (“Stay Tite” for roofing cement); Kay & Ess Co. v. Coe, Commis- 
sioner of Patents, 34 U. S. P. Q. 316, 92 F. (2d) 52 (App. D. C. 1937) (“Mor- 
occo” for paint that produces a finish imitative of morocco leather); Ex parte 
Pennzoil Co., 36 U. S. P. Q. 109 (1937) (“Tough Film” for lubricating oil) ; 
Industrial Rayon Corp. v. American Enka Corp., 37 U. S. P. Q. 828 (1938) 
(“Ringless Yarn” for rayon yarn); Ex parte Tower Co., 38 U. S. P. Q. 98 
(1938) (“Well Leg” for surgical splints) ; De Waide v. Dunnell, supra note 
206 (“Slip Away” for sanitary toilet seat covers); Ex parte Andrew Wilson, 
Inc., 42 U. S. P. Q. 39 (1939) (“Insect-O-Soap” for a liquid soap for use 
with insecticides) ; Ex parte Hair Net Packers, Inc., 43 U. S. P. Q. 191 (1939) 
(“Professional” for hair dressing instruments); Ex parte Continental Paper 
ont Bag Corp., 43 U. S. P. Q. 514 (1939) (“Meatpak” for met wrapping pa- 


a the relatively early case of Jn re Irving Drew Co., 54 App. D. C. 310, 
297 Fed. 889 (App. D. C. 1924), the Court of Appeals of the District of Col- 
umbia granted registration of the mark “Arch Rest” for shoes, saying that it 
was not descriptive of the shoes but only of their effect upon the wearer. This 
case appears upon its face to be out of harmony with the above cited, more 
recent decisions of the Court of Customs and Patent Appeals holding the marks 
“Peaudouce” for skin cream and “Well Leg” for surgical splints to be objec- 
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Many marks that approach, but fall short of, being 
objectionably descriptive have been referred to as being 
merely suggestive. The distinction between descriptive 
and suggestive marks is one of degree, and is often so 
much a matter of opinion that irreconcilable conflicts in 
the decisions are inevitable. As is so often the situation 
in trade mark law, the decision in a particular case de- 
pends upon all the facts and circumstances of that case, 
and clear analogies with other cases are rare. 


It is well established that mere suggestiveness will not 
prevent registration.*” In the case of In re One Minute 
Washer Co.,°” the Court of Customs and Patent Appeals 
held the trade mark “One Minute” not descriptive when 
applied to washing machines because no one would sup- 
pose that clothes could be washed in the machines in one 
minute. The court felt that the ordinary purchaser of 
such goods would, after the exercise of his powers of per- 
ception and imagination, probably conclude that the trade 
mark was merely intended to convey the idea that the 
machines would wash clothes with celerity. The court 
pointed out, however, that the same mark might well be 
held to be either descriptive or misdescriptive of other 
goods in a case in which the above mentioned considera- 
tions were not applicable. This observation was well 


tionably descriptive, but see Ex parte Goakes, 31 U. S. P. Q. 206 (1936), in 
which the Commissioner held “Spine-eez” for rubber heels to be merely sug- 
gestive. 


208 Van Camp Sea Food Co., Inc. v. Alexander B. Stewart Organizations, 9 
U. S. P. Q. 541, 50 F. (2d) 976 (C. C. P. A. 1931). See also: Chrysler Corp. 
v. Trott, 29 U. S. P. Q. 363, 83 F. (2d) 302 (C. C. P. A. 1936) (“Floating 
Power” for engine mountings) ; Ex parte Goakes, 31 U. S. P. Q. 206 (1936) 
(“Spine-eez” for rubber heels); Ex parte Koehring Co., 34 U. S. P. Q. 35 
(1937) (“Trail-dump” for dirt handling vehicles) ; Ex parte Hill, 34 U.S. P.Q. 
38 (1937) (the mark comprised a picture of a pair of clasped hands, above 
which were the words “In Union There Is Strength” and below which were 
the words “Union Label” and “Beer”); Pep Boys v. American Oil Co., 37 
U. S. P. Q. 412 (1938) (“Pep” for gasoline) ; Ex parte H. B. Dodge and Co., 
38 U. S. P. Q. 349 (1938) (“Rolouvre” for rolling partitions) ; Ex parte A. 
Stein & Co., 39 U. S. P. Q. 324 (1938) Pie Swing” for suspenders); Ex 
parte National Silk Hosiery Mill, Inc., 41 U. S. P. Q. 626 (1939) (¢‘ few 
Crepe” for crepe hosiery); Ex parte ‘Williamson Heater Co., 42 U. S. P. Q. 
38 (1939) (“Flo-Warm” for air conditioning units). 


209 37 U. S. P. Q. 203, 95 F. (2d) 517 (C. C. P. A. 1938). 
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illustrated in the opinion by the references made therein 
to decisions involving other similar marks. 

The decisions of the Commissioner in a group of three 
cases illustrate what fine distinctions are sometimes drawn 
and how difficult it is to predict what conclusion will be 
reached in particular cases. In Ex parte Pillsbury Flour 
Mills Co.,"° the Commissioner held that ‘“Minitmix” 
was not descriptive of a prepared biscuit dough, but was 
merely suggestive, the “Minit” having been arbitrarily 
selected to indicate quickness or speed. About a year 
later, in Hershey Chocolate Corp. v. Commercial Mill- 
ing Co.,”* the Commissioner held that “Quikmix” was 
descriptive of biscuit flour. He said that the applicant 
in this case had made no such arbitrary selection of words 
as had the applicant in the Minitmix case, but had used 
the words “quick” (spelled quik) and “mix” in their nor- 
mal and natural manner to describe the outstanding char- 
acteristic of the product. Nearly three years later, in 
Ex parte Aeration Process, Inc.,”* the Commissioner held 
that “Instantwhip” was descriptive of whipped cream 
(described as an aerated cream mix). He said that the 
outstanding characteristic of the product was that it could 
be quickly prepared, and that this is the only meaning the 
mark would be likely to convey. He discussed the Min- 
itmix case in such manner as to limit it to its own peculiar 
facts, saying: 

That registration is not before me for consideration, and I 
express no opinion as to its propriety. I will state, however, 


that I do not think the doctrine announced in the Minitmix 
case should be extended. 


The Court of Customs and Patent Appeals appears to 
have adopted a more liberal attitude toward the regis- 
trability of marks of this nature than was evidenced by 
some of the decisions of the Court of Appeals of the 
District of Columbia prior to the transfer of jurisdiction 


21023 U. S. P. Q. 168 (1934). 
211 28 U. S. P. Q. 29 (1935). 
212 39 U. S. P. Q. 73 (1938). 
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over trade mark appeals to the former. This greater 
liberality is well illustrated by the decision of the former 
in the case of In re Vortex Cup Co.’ In this case the 
applicant sought to register “Trophy” for drinking cups. 
The Patent Office, in refusing registration, had relied 
upon the holding of the Court of Appeals that “Trophy” 
was descriptive when applied to coffee because it indi- 
cated that the particular brand of coffee had been recog- 
nized as of a superior quality by the presentation of a 
prize or trophy. In reversing the Patent Office in the 
Vortex case, the Court of Customs and Patent Appeals 
said: 

We think it is evident that, although the word “Trophy” 
might suggest that appellant’s drinking cups are of high quality, 
it is not, for that reason, descriptive of them, or of any charac- 
teristic or quality possessed by them.?** 

In applying the statutory bar under consideration, a 
picture that is used to illustrate the goods, or the use there- 
of, is considered to be ordinarily descriptive and not sub- 


ject to exclusive appropriation. If words are descriptive 
of certain goods, a picture having the same significance as 
the words is also descriptive of them, and the same gen- 
eral tests of descriptiveness should be applied in either 


215 


case. 

Where foreign words or phrases are sought to be regis- 
tered, they too are subject to the bar of descriptiveness 
and are treated the same as their English synonyms. The 
fact that the English meanings of the words may be un- 
known to many is given no consideration.”* 

It is well settled that a mark which is misdescriptive is 


21329 U. S. P. Q. 495, 83 F. (2d) 821 (C. C. P. A. 1936). 

214 See also, Ex parte General Mills, Inc., 42 U. S. P. Q. 473 (1939). 

215 See, Kenton Pharmacal Co. v. Monroe Chemical Co., 27 U. S. P. Q. 
269 (1935); Crown Cork & Seal Co., Inc. v. Kerr Glass Mfg. Corp., 37 
U. S. P. Q. 414 (1938); Winget Kickernick Co. v. Blossom Products Corp., 
41 U. S. P. Q. 112 (1939); Ex parte Thomas Taylor & Sons, Inc., 42 
U. S. P. Q. 468 (1939). 

216 Walgreen Co. v. Godefroy Mfg. Co., supra note 207. For a more extreme 
case, see Ex parte Parke, Davis & Co., 30 U. S. P. Q. 173 (1936), in which 
“Dermalac” for skin lotion of a milky consistency was refused registration be- 
cause “derma” was Greek for “skin” and “lac” was French for “milk.” 
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not registrable, though the statutory bar against registra- 
tion of descriptive marks does not clearly embrace mis- 
descriptive marks.”” Such marks need not be calculated 
to deceive in order that their misdescriptiveness will pre- 
vent registration, but if there is no tendency to deceive, 
the mark may be held to be merely suggestive, rather than 
descriptive, and hence registrable.”* In the case of In 
re Bonide Chemical Co.,”° the Court of Customs and 
Patent Appeals discussed misdescriptive marks and said: 


By the terms of the statute ownership is an express pre- 
requisite of the right to register. 

Trade mark ownership primarily is a matter growing out of 
adoption and use of a mark, but in order actually to have valid 
title to a mark which the courts will protect other elements than 
these must be present. Use is an indispensable attribute, and 
it must be a legal use, justified on sound principles of truth and 
morality. Such principles are basic in all law. 


While the above quoted remarks may appear to refer 
only to marks that are apt to be deceptive in their mis- 
descriptiveness, the principle stated is not to be so limited 
in its application. In Worden v. Calif. Fig Syrup Co.,*” 


the Supreme Court said that, 


. where any symbol or label claimed as a trade mark is so 
constructed or worded as to make or contain a distinct assertion 
which is false, no property can be claimed in it, or, in other 
words, the right to the exclusive use of it cannot be maintained. 


The fact that an applicant may have been the first and 
only one to adopt and use a mark is not considered suffi- 
cient reason for permitting him to register it when other 
circumstances warrant a holding that it is descriptive.” 
As indicated by the decision in Ex parte Williamson 
Heater Co.,* however, the presence of opposition to 


217 See Ex parte Wait, 25 U. S. P. Q. 146 (1935); Ex parte Levy Bros. 
& Adler Rochester, Inc., 30 U. S. P. Q. 362 =e 

218m re One Minute Washer Co., 37 U. S. P. Q. 203, 95 F. (2d) 517 

P. A. a's 

2198 U.S. P . Q. 97, 46 F. (2d) 703 (C. C. P. A. 1940). 

220 187 U. S. 516, 23 Sup. Ct. 161, » 4 L. ed. 282 (1903). 

221 Ex parte Tower Co., 38 U. S. Pr. & SB; ¥: . yy | Meter Co., 41 
U. S. P. Q. 275, supra note 102 F. (2d) 843 (C.C A. 1939); Ex parte 
Massey- _ Co., 4 U. S. P. G. Sai. 

222 42 U. S. P. O. 38; see also, Ex parte A. Stein & Co. 39 U. S. P. Q. 
324 (1938). 
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registration may induce a more strict application of the 
bar. In that case the Commissioner said: 


. . the mark sought to be registered, while highly suggestive, 
is not so objectionably descriptive of its goods as to warrant 
rejection in the absence of opposition. 

The Act of 1920 contains no prohibition against the 
registration of descriptive marks, and such marks may be 
registered under that Act if the other requirements for 
registration thereunder are satisfied. However, as ex- 
plained more fully in discussing the question, What Is a 
Registrable Trade Mark? supra, descriptive marks must 
be capable of indicating origin to be registrable even 
under the Act of 1920. 


Descriptive Marks Under the Lanham Bill 


Section 2 (e) of the Lanham Bill provides in part 
that 

No mark by which the goods of the applicant may be dis- 
tinguished from the goods of others shall be refused registra- 
tion . . . unless it consists of a mark which, . . . when applied 

to the goods of the applicant is merely descriptive of them.?** 
Under the Act of 1905, a mark is not objectionably de- 
scriptive unless it consists “merely” (only) in words or 
devices which are “descriptive” of the goods. Under the 
Lanham Bill, only if a mark consists “merely” in words 
or devices which are “descriptive” of the goods (which 
would bar it under the present law) would it be “merely 
descriptive” within the meaning of section 2 (e). Though 
differently phrased, the two Acts appear to express exactly 
the same restriction upon the registration of descriptive 
marks. The Lanham Bill, however, omits the reference 
in the Act of 1905 to marks descriptive “of the character 
or quality” of the goods. It cannot be readily determined 
whether this omission was intentional. Since the present 
bar has been interpreted as simply codifying the common 
law for registration purposes, it is reasonable to assume 


228 Italics supplied. 
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that the same result was intended to be achieved with 
the wording of the Lanham Bill. The bar against the 
registration of marks which are descriptive of the goods 
would probably be interpreted to bar marks that are de- 
scriptive of any characteristic or quality of the goods as 


under the Act of 1905. 


As is the case with surnames and geographical marks, 
secondary meaning acquired by descriptive marks will 
avoid the bar of section 2 (e) of this Bill in accordance 
with the provisions of section 2 (f) thereof. 


Geographical Names 


Section 2 of the Act of 1905 further provides that no 
mark “which consists of merely a geographical name or 
term” shall be registered under that Act. The common 
law basis for this prohibition was clearly explained by 
the Supreme Court in Canal Co. v. Clark.*” The Court 
there said: 


And it is obvious that the same reasons which forbid the exclu- 
sive appropriation of generic names or of those merely descrip- 
tive of the articles manufactured and which can be employed 
with truth by other manufacturers, apply with equal force to the 
appropriation of geographical names, designating districts of 
country. Their nature is such that they cannot point to the 
origin (personal origin) or ownership of the articles of trade 
to which they may be applied. They point only at the place of 
production, not to the producer, and could they be appropriated 
exclusively, the appropriation would result in michievous mon- 
opolies. . . . Could anyone prevent all others from using them, 
or from selling articles produced in the districts they describe 
under those appellations, it would greatly embarrass trade, and 
secure exclusive rights to individuals in that which is the com- 
mon right of many. 


In Champion Spark Plug Co. v. Globe Union Mfg. 
Co.,”* the Court of Customs and Patent Appeals defined 
the expression “geographical name or term” as signifying 
a nation, state, county, city, municipality, river, lake, or 


224 See section entitled Wuat Is A REGISTRABLE TRADE MARK? subsection 
entitled Non-Technical Marks Under the Lanham Bill, supra. 


225 80 U. S. 311, 20 L. ed. 581 (1871). 
226 Supra note 142. 
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the like. For a considerable period of time the bar under 
consideration was strictly interpreted by the Patent Office, 
and any word which had as its only meaning, or as one 
of its meanings, any of the above mentioned designations 
of locality was held to be unregistrable. The language 
of the statute was held to be clear and positive, leaving 


However, three recent decisions of the Commissioner 
indicate a change of attitude toward geographical marks. 
The Commissioner had formerly held words to be un- 
registrable as trade marks if they could be found in a 
postal guide or on a world map, regardless of how little 
known the words might have been as geographical 
The first case illustrating the shift in policy is 


228 


terms. 


Commissioner said: 


While I am still of the opinion, as stated in Ex parte Hettrick 
Mfg. Co., that “the language of the statute . . . leaves no room 
for exception, but forbids registration of all geographical terms, 
including those with alternate meanings, one of which may be 
non-geographical”; it nevertheless seems manifest that before 
(the) ruling may properly be applied the particular word or 
term involved should clearly appear to have a generally ac- 
cepted geographical meaning.?*° 


A similar holding was made in Ex parte Glidden Co.™ 
and in Maiden Form Brassiere Co., Inc. v. Holeproof 
Hosiery Co.,”” decided after the Tex-O-Kan case, supra. 
This series of more liberal decisions, however, was not a 
continuous one, for it was interrupted by the decision in 
Ex parte Kem Card Sales Corp. holding the mark 
“Kem,” for playing cards, to be unregistrable because it 


227 Ex parte Rich Art Color Co., Inc., 30 U. S. P. Q. 197 (1936); Conti- 
nental Distilling Corp. v. Three G Distillery Corp., 31 U. S. P. Q. 142 (1936) ; 
Ex parte Hettrick Mfg. Co., 32 U. S. P. Q. 164 (1937); Ex parte Shoreham 
Coffee Co., 3 U. S. P. Q. 35 (1937). 

228 Continental Distilling Corp. v. Three G Distillery Corp., 31 U. S. P. Q. 
142 (1936). 

229 37 U. S. P. Q. 416 (1938). 

230 Ttalics ours. 

23140 U. S. P. Q. 629 (1939). 

232 42 U. S. P. Q. 387 (1939). 

238 39 U.S. P. Q. 354 (1938). 
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is the name of a river in Russia. The Kem decision car- 
ries to an extreme the Commissioner’s former strict appli- 
cation of the bar against registration of geographical 
marks, and, for this reason, it is difficult to predict what 
course will be followed in the future. 

The Court of Customs and Patent Appeals has not, to 
the writers’ knowledge, been called upon to express an 
opinion upon this precise question. In the case of names 
of individuals, however, this court has indicated that it 
might permit registration of a word which is so used and 
displayed that the public would not be likely to consider 
it a surname, though the word is known to have been used 
as such.”* It might be expected to give the same treat- 
ment to a word like ““Kem” which, when used as a trade 
mark for playing cards, would not be likely to convey to 
the public a geographical meaning. As yet this seems 
to be an open question as far as the Court of Customs and 
Patent Appeals is concerned.” 

As stated by the Commissioner in Ex parte Warner 
Quinlan Co.,** “nearly any combination of letters may 
possibly spell the name of an individual somewhere in 
the world,” but “it seems reasonable to require evidence 
that an alleged surname is currently recognized as such 
before authorizing the refusal of its registration on that 
ground.” ‘This sensible attitude toward the name clause 
of the statute should be equally applicable to the bar 
against registration of geographical terms. A mark should 
not be held to be objectionably geographical unless the 
general public would be likely to ascribe geographical 
significance to it on seeing the mark on the particular 
goods to which it is appropriated. 

234 See subsection entitled Names of Individuals, supra. 

235 The question was directly raised in In re California Perfume Co., Inc., 
12 U. S. P. Q. 490, 56 F. (2d) 885 (C. C. P. A. 1932), involving the mark 
“Avon” for toothbrushes. However, the court apparently felt that the geo- 
graphical significance of the words was reasonably well known, and pointed out 
that the applicant had failed to show that it had any other meaning than the 
name of cities in three states of this country and of a river in the middle of 


England upon which Shakespeare lived. 
286 29 U. S. P. Q. 249 (1936). 
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A similar problem arises when a word having a well 
known geographical significance also has an alternate 
meaning and is commonly so used. For example, the 
word “Reliance” is the name of at least four cities in this 
country, but it also has a well understood non-geograph- 
ical significance. If it were used as a trade mark by an 
applicant not situated in a geographical location bearing 
that name, should it be refused registration on the ground 
that it is geographical? If a place known by the name 
“Reliance” is the source of the manufacture or distribu- 
tion of the goods to which the word is applied as a trade 
mark, it seems obvious that registration should be refused. 
If that is not the case, the situation is not so clear. 

A difficult problem of this kind arose in the case of In 
re Plymouth Motor Corp.’ The mark sought to be 
registered included the word “Plymouth” in association 
with other words and a picture of a sailing vessel. Regis- 
tration without a disclaimer of “Plymouth” was refused 
by the Patent Office because of the geographical signifi- 
cance of the word. The Court of Customs and Patent 
Appeals reversed the Patent Office and granted registra- 
tion on the theory that the word “Plymouth” was so used 
that it would not be understood to mean that the goods 
to which it was applied originated in any of the many 
cities called “Plymouth.” It was argued on behalf of 
the applicant that the word had an additional non-geo- 
graphical significance—that of “ ‘endurance,’ ‘strength,’ 
‘enterprise,’ ‘honesty,’ and ‘determination’ which history 
is wont to ascribe to those who founded the Pilgrims’ 
Colony”—and that it would only have some such mean- 
ing as this as it was used by the applicant. Though this 
case has been seriously discredited and is generally con- 
sidered to have been overruled by the later case of In re 
Canada Dry Ginger Ale, Inc.,** the two cases may be 

2378 U. S. P. Q. 14, 46 F. (2d) 211 (C. C. P. A. 1931). In considering this 
case, reference should be made to the section entitled WHat Is A REGISTRABLE 


TRADE Mark? subsection entitled Non-Technical Trade Marks, supra. 
238 Supra note 142. 
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distinguished. The applicant in the Plymouth case did 
not rely on secondary meaning of the word “Plymouth” 
acquired through its use as part of a trade mark, but on 
an alternate meaning existing independently of its use as 
a trade mark, and on the absence of any likelihood in fact 
that the public would ascribe a geographical meaning to 
the word. In the Canada Dry case, the applicant relied 
only on the fact that its long use of the map of Canada 
lined in colors as its trade mark had given it a secondary 
meaning, as distinguished from a natural, alternate mean- 
ing. The court held that the map conveys to the eye of 
the observer the same idea that the word “Canada” with- 
out the map would convey, and either the word or the 
map would be understood by purchasers as indicating 
that the goods were produced in Canada. 


Assuming that the court, in the Plymouth case, was 
justified in finding that the word “Plymouth” had an 
alternate meaning that was non-geographical and would 
be understood by the public in its non-geographical sense, 
it is believed that the results reached in both the Plymouth 
and Canada Dry cases were proper, and that the former 
is not inconsistent with the latter in that respect. While 
certain statements in the Plymouth case on the subject of 
secondary meaning may not be strictly accurate, the case 
illustrates a very important distinction between marks 
which are registrable in spite of a geographical meaning 
because they have another natural meaning which the 
applicant seeks to use, and marks which are not registrable 
because they are entirely geographical except as they may 
have acquired a secondary meaning identifying a particu- 
lar source through long use as a trade mark.*” The dis- 
tinction should be maintained, and, properly adminis- 
tered, it would not conflict with any of the common law 
principles by which it is sought to retain for the public 
the right to use surnames and descriptive and geograph- 


239 See section and subsection referred to in note 235, supra. 
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ical words and devices. Whether the distinction will 
be recognized and maintained is conjectural. 

Where the mark sought to be registered comprises a 
foreign word, it will nevertheless be refused registration 
if the meaning of the word is geographical within the in- 
tent and purpose of the statute.’ If the mark comprises 
a picture having a geographical significance, such as a 
map of a geographical area, its registration will likewise 
be refused on the ground that it is geographical. And 
if a mark contains objectionable geographical matter, it 
is not made registrable by the fact that arbitrary, fanciful 
matter is also included.** Of course, such composite 
marks as those last mentioned may be registered by dis- 
claiming the geographical matter,™* or, like other geo- 
graphical marks, descriptive marks, etc., they may be 
registered under the Act of 1920 without a disclaimer.™ 


Geographical Marks Under the Lanham Bill 


The Lanham Bill contains an important modification 


of that part of the Act of 1905 which prohibits the regis- 
tration of marks which consist merely in a geographical 
name or term. Section 2 of the Bill provides in part that 
no mark shall be refused registration on account of its 
nature unless it— 


(e) Consists of a mark which . . . when applied to the goods 
of the applicant is primarily geographically descriptive of them, 
except as indications of regional origin may be registered under 
section 4 hereof . . .7* 


This provision is designed to eliminate the unreasonably 
strict rule which has often been applied by the Patent 





240 A.M. & J. Solari, Ltd., v. Royal Products, Inc., 28 U. S. P. Q. 110. 

241 [ym re Canada Dry Ginger Ale, Inc., supra note 142; cf. Champion Spark 
Plug Co. v. Globe Union Mfg. Co., supra note 142. 

242 Chippewa Springs Corp. v. J. Leinenkugel Brewing Co., 33 U. S. P. Q. 
556 (1937); Schniewind v. Royal Robes, Inc., 35 U. S. P. Q. 288 (1937). 

243 See section entitled DiscLatmers, infra. 

244 See section entitled WHat Is A REGISTRABLE TRADE MARK? subsection 
entitled Act of 1920, supra. 

245 Italics supplied. For a discussion of indications of regional origin, see 
section entitled WHat Is A REGISTRABLE TRADE MARK? subsection entitled 
Collective Marks, supra. 
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Office to bar marks which, as used by the applicant, would 
have no geographical significance. For a mark to be 
objectionably geographical under this Bill, it would have 
to comprise a word, phrase, or device which has a 
generally accepted geographical meaning, and would 
have to be so used by the applicant that such a meaning 
would be conveyed to the purchasing public. The fact 
that ‘“‘Kem” is the name of a little known river in Russia 
clearly would not suffice, without more, to prevent its 
registration as a trade mark for playing cards, and where 
the name of a nation, state, county, city, etc., is used in 
a trade mark in such manner as to convey no geographical 
idea to the purchaser, the mark would be registrable 
within the natural meaning of the language used in the 
Bill. 


Combinations of Unregistrable Terms 


Many marks for which registration is sought under 
the Act of 1905 consist of a plurality of words or devices, 


each of which, standing alone, would be subject to one of 
the statutory bars of section 5.“* The rule that has been 
approved by the Commissioner and the Court of Customs 
and Patent Appeals was stated by the former as follows: 
It is believed that if words or devices standing alone are not 
entitled to registration for use on some particular goods they 
cannot be brought together to form a composite registrable mark 
for use on the same goods. In other words, in order for a com- 


posite mark to be registrable a portion of its must be fanciful 
or arbitrary. 


In the case of In re Midy Laboratories,“ the Court of 
Customs and Patent Appeals refused to register “Piper- 
azine-Midy” for a drug preparation, it being admitted 
that “Piperazine” was descriptive of the goods and 
“Midy” was a surname, and both words being disclaimed 


246 For a discussion of composite marks, only a portion of which is not 
registrable per se, see the section entitled DiscLarmeErs, infra. 


247 42 U.S. P. Q. 17, 104 F. (2d) 617 (C. C. P. A. 1939). 
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except in the precise relation, association, and arrange- 
ment shown. The court said: 

Obviously, the granting of applicant’s application in this case 
would result in registering, when combined, words non-regis- 
trable separately. The combination of the words in no way 
changes their significance in any trade mark sense. Each con- 
tinues to have the same meaning that it would have as a separate 
word. 

Cases of the type under consideration may be found 
involving various combinations of descriptive matter, 
geographical matter, surnames, etc.*** 

Except in so far as the various bars to registration have 
been changed in the Lanham Bill, there is no reason 
to suppose that combinations of separately unregistrable 
words or devices will be given any different treatment 
should the Bill become law. 


To BE CONTINUED. 


248 See: Ex parte Dow Jones & Co., Inc., 28 U. S. P. Q. 134 (1936); Ex 
parte Warner +e] Co., 2 U. S. P. 2. 249 (1936); Ex parte Burgess Bat- 
tery Co., 30 U. P. Q. 322 (1936); Ex parte United Autographic Register 
Co., 33 U.S. P. 8. 518 (1937) ; Ex parte Gantner & Mattern Co., 34 U.S.P.Q. 
36 (1937) ; Ex parte Pennzoil Co., 36 U. S. P. Q. 109 (1937); In re Bailey 
Meter Co., supra note 204; Ex parte Grommers & Ullrich, Inc., 27 U. S. P. Q. 
4 (1935) Maywood Packing Co. v. Corning Olive Grower’s Assoc., 36 

Q. 267 (1938); Ex parte New York Evening Journal, Inc., 42 
U > P. ‘g. 467 (1939) ; In re Canada Dry Ginger Ale, Inc., 26 U. S. P. Q. 
244, aff'd, 32 U. S. P. Q. 255, 87 F. (2d) 736 (C. C. P. A. 1937); cf. Bon 
Ami Co. v. McKesson & Robbins, supra note 118, and American Brewing Co., 
Inc. v. Delatour Beverage Corp. 40 U. S. P. Q. 173, 100 F. (2d) 253 
(C. C. P. A. 1938). For a discussion of marks which comprise a mark regis- 
tered to another, or a material part thereof, plus other matter, see subsection 
entitled Confusion in Trade—Similarity of Marks, supra. 
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EDITORIAL NOTES 


I. C. C. Jurispicrion Over LoapING AND UNLOADING OF LIVE 
StocK AND OTHER RAILROAD TRANSPORTATION SERVICES 


History 


In the Union Stock Yard and Transit Company of Chicago v. 
United States,’ the Supreme Court put an end to twenty-seven years 
of litigation over the status of the loading and unloading facilities of 
the Yard company. The Court decided that the company is a com- 
mon carrier subject to the Interstate Commerce Act ? despite the fact 
that it had relinquished all control of a junction railroad which it 
formerly operated and despite the fact that its sole function in con- 
nection with the railroad system was to load and unload livestock at 
its platforms. The history of the litigation, the numerous changes in 
the relationship of the Yard company to the junction railroad, the 
misleading dicta in former decisions and the several elements which 
form the basis of the decision in the principal case lead to speculation 
as to how far the decision will affect the status of other companies 
engaged in furnishing services to railroads. 

The company was incorporated in 1865 under a charter authorizing 
it to construct and operate stock yards in Chicago and to construct 
and operate a railroad connecting its yards with the trunk line rail- 
roads.* In 1897 it leased its railroad facilities for a term of fifty years 
for two-thirds of the profits to a railroad which was promptly merged 
with another company under the name Chicago Junction Railway 
Company, hereafter called the Junction company. In 1912, when 
the litigation commenced, the Junction company and the appellant 
were owned and controlled by a single New Jersey holding company. 
The United States, at the behest of the I. C. C., brought suit against 
the appellant, the Junction company and their common holding com- 
pany to enjoin payments of a bonus to a packing concern and to com- 
pel the appellant and the Junction company to file tariffs and reports 
pursuant to the provisions of sections 6 and 20 of the Interstate Com- 
merce Act.* In United States v. Union Stock Yards and Transit Co.,' 
the Court held that the appellant and the Junction company were both 
common carriers subject to the Act. Whether the basis of the deci- 


1 308 U. S. 213, 60 Sup. Ct. 193, 84 L. ed. 188 (1939). 

224 Stat. 379, as amended 1920, 41 Stat. 474, 49 U. S. C. §§ 1-41 (1934). 
8 History of the Case, Appellant’s brief at 2. 

4 Supra note 2. 

5226 U. S. 286, 33 Sup. Ct. 83, 57 L. ed. 226 (1912). 
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sion as to the appellant, which did not operate a railroad but which 
received profits from its affiliate, was its relationship to the operating 
company or the nature of its services was one of the main points of 
contention in the instant case. Had the Court taken a definite posi- 
tion on this question in 1912 the instant case would never have arisen. 
It is possible even that the subsequent business history of the Yard 
company and its railroads would have been quite different for that his- 
tory indicates that certain of its changes in status were partly the 
result of an effort to escape jurisdiction of the I. C. C. by complying 
with the inferences in passages in the decision of 1912, which now 
appear to have been misleading dicta.’ 

Shortly after the decision the appellant cancelled its lease with the 
Junction company and entered into a new lease under which all of its 
railroad properties were leased to the Junction company in perpetuity 
at an annual rental of $600,000. 

Practically from its inception the Yard company had been perform- 
ing loading and unloading services for the railroads, the railroads 
paying the Yard company for the service and charging the shippers. 
The filing of tariffs by the Yard company pursuant to the decision in 
the United States v. the Union Stock Yard did not change this 
practice.® 

In 1917 the Yard company increased its charge and when the trunk 
line railroads refused to absorb the increase in their through rates the 
Yard company collected from the shippers. In the same year the 
Yard company proposed to cancel its tariffs filed with the I. C. C. on 
the grounds that the decision in United States v. The Union Stock 
Yard was no longer binding because the railroad properties were 
leased for a fixed sum instead of a proportion of the earnings. The 
I. C. C. in 1919 found that the appellant was nevertheless a common 
carrier subject to the act because “the relationship—between these 
two companies—cannot now be held to be essentially different from 
the conditions existing in 1912.” ® 

6 Infra at 8. 

7 Supra note 5, at 306, the Court said: “We think that these companies 
(the Yard company and the Junction company), because of the joint character 
of the service rendered by them, their joint operation and division of profits 
and their common ownership by a holding company, are to be deemed a 
railroad within the terms of the Act of Congress to regulate commerce, and the 
services which they perform are included in the definition of transportation as 
defined in the Act. It is the manifest purpose of the Act to include interstate 
railroad carriers, and by its terms the Act excludes transportation wholly within 
a state. In view of this purpose and so construing the Act as to give it force 
and effect, we think the Stock Yard Company did not exempt itself from the 
operation of the law by leasing its railroad and equipment to the Junction com- 
pany, for it still receives two-thirds of the profits of that company and both 
companies are under a joint stock ownership with its consequent control.” 


8 Appellant’s brief at 4. 
952 I. C. C. 209, 214, 215 (1919). 
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The decision of the I. C. C., like the previous decision of the Su- 
preme Court, quite naturally led the Yard company to believe that its 
relation with the Junction company was the factor which prevented 
it from freeing itself from the jurisdiction of the I.C.C. The I. C. C. 
decision of 1919 was interpreted by the Yard company to mean only 
that further separation was necessary. 

Prior to that decision the Chicago Livestock Exchange, whose 
members had been paying the increase which had been demanded by 
the Yard company and which had not been absorbed by the railroads 
brought an action for reparation awards before the I. C. C. The 
wards were granted by the I. C. C.’° and were sustained by the Court 
in Adams v. Mills.” 

The issue in Adams vy. Mills was not “affected in any manner by 
the status of the Yard company as a common carrier,” ** as the case 
related solely to the propriety of charging the shippers an extra 
amount for the loading and unloading services, necessary elements of 
transportation. 

In 1922 the divorce of the Union company from its railroad became 
virtually complete when the Junction company, with the approval of 
the I. C. C.** sub-leased the railroad properties at an annual rental 
of $2,000,000 to the Chicago River and Indiana Railroad Co., which 
company was acquired by the New York Central Railroad. The 
lease was for ninety-nine years with a renewal option in perpetuity 
in the lessee. 

Whether the lease was entered into solely for business reasons or 
whether one of the motives was to attempt to free the Yard company 
from jurisdiction of the I. C. C., the fact remains that under the new 
lease, the Yard company and its New Jersey holding company no 
longer exercised any control over the railroad property or shared in 
the profits. The divorce, viewed in the light of the language of the 
Court decision in 1912 and the I. C. C. decision in 1919, appeared to 
be sufficiently complete to free the Yard company from the jurisdic- 
tion of the I. C. C.* In 1935 and again in 1937 the Yard company 
sought unsuccessfully to cancel its tariffs which it had filed with the 


1058 I. C. C. 164 (1920). 

11 286 U. S. 397, 52 Sup. Ct. 589, 76 L. ed. 1184 (1932). 

12 Jd. at 415. 

71 LC. C. Got (i822). 

14 “Since the execution of the lease, the railroad business previously carried 
on by the Junction has been carried on by the River Road as a part of the 
New York Central System, over which neither the appellant, nor the Junction, 
nor the New Jersey company has exercised or can exercise any control what- 
soever. Since the lease of the aforesaid railroad properties to the River Road, 
the appellant has neither operated nor been affiliated with the management or 
operation of any railroad, and has never shared in the profits of any common 
carrier by railroad.” Appellant’s brief at 6. 





sot THE GEORGE WASHINGTON LAW REVIEW 


I. C. C.** These efforts are the subject matter of the principal case. 
This litigation was carried on with the various companies under the 
relationships established by the 1922 lease. 

The appellant’s only participation in the transportation of live stock 
was in the maintenance of loading and unloading platforms, chutes, 
and receiving pens. It also performed other services and furnished 
facilities for shippers, consignees, and brokers. They included the 
maintenance of holding pens for those who did not wish to accept 
delivery at once and watering and feeding services. There was no 
access to public roads from the receiving pens so that it was impos- 
sible for consignees who wished to take immediate delivery to do so 
without using the property of the Yard company. From its inception 
the Yard Company had charged all persons for this service whether 
or not they took immediate delivery of the livestock at the receiving 
pens.*® 

The decision in the principal case did not establish the line of de- 
marcation between the loading and unloading services and the other 
services.‘7 The Court was concerned only with the general question 
whether loading and unloading services rendered the Yard company 
a common carrier subject to the jurisdiction of the I. C. C. The 
appellant contended that the regulation of rates for such services was 
the province of the Secretary of Agriculture under the Packers and 
Stockyards Act of 1921.78 

Just when loading and unloading services end and when stockyard 
services begin was decided by the I. C. C. on April 8, 1940,’® in 
Swift and Company v. Alton Railroad Company. The case, which 
is destined for review by the Supreme Court, will be discussed later. 


Duties of Loading and Unloading Generally 


The duty of unloading general merchandise in the United States 
has by custom been placed upon the consignee.*®° The railroad is 
obliged, however, to provide the necessary facilities.2* Even without 


15 213 I. C. C. 330 (1935); 227 I. C. C. 716 (1938). 

16 Mimeographed report I. C. C. No. 27862, Swift and Co. v. Alton Railroad 
Company, decided April 8, 1940. 

17 Government’s brief at 33. 

18 42 Stat. 159 (1921), 7 U. S. C. § 181-229 (1934). 

19 Supra note 16. 

20In Adams v. Mills, supra note 11 at 410 the Court said: “Throughout 
the United States the duty of unloading carload freight rests ordinarily upon 
the consignee. National Lumber Dealers Association v. Atlantic Coastline, 14 
I. C. C. 154, 160. But continuously for fifty years prior to 1917 livestock has 
been unloaded at Chicago by the Stock Yard Company without charge there- 
fore to the shipper or consignee.” 

21“The duty of the carrier extends also to the providing of proper and 
reasonable stational facilities, such as platforms, warehouses, approaches and 
the like. Mason v. Missouri Pacific Railway Company, 25 Mo. App. 473 (1887). 
HutTcHINSON ON Carriers, § 510 (1891). 





EDITORIAL NOTES 425 


the aid of legislation the duty, in the case of live stock, has long since 
been shifted to the railroad. The transfer of the duty was prompted 
by custom and necessity because of the nature of the commodity.” 
In Covington Stockyards Company v. Keith, the Court said: ** 


In other words, the duty to receive, transport and deliver live- 
stock will not be fully discharged, unless the carrier makes such 
provision, at the place of loading as will enable it to properly 
receive and load the stock, and such provision, at the place of 


unloading, as will enable it to properly deliver the stock to the 
consignee. 


The transportation of livestock begins with their delivery to 
the carrier to be unloaded upon its cars and ends only after the 
stock is unloaded and delivered, or offered to be delivered, to the 
consignee, if to be found, at such place as admits of their being 
safely taken into possession. . . 

The Court held that the railroad did not have to furnish such fa- 
cilities everywhere but that it was obliged to furnish only those serv- 
ices which were “reasonably sufficient for the business of that city.” 


Duty Under the Statute 


While there is an intimation in the principal case that the decision 
would have been the same without the aid of certain of the statutes 
involved,”> the case was argued and decided largely upon statutory 
considerations. 

Section 1 (1) ** of the Interstate Commerce Act provides that 
“The provisions of this part shall apply to common carriers engaged 
in (a) the transportation of passengers or property wholly by rail- 
road. . ” Section 1 (3) *? states that the term “railroad” shall 
include . all the road in use by any common carrier operating 
a railroad . . . all switches, spurs, tracks, terminals and terminal 
facilities of every kind or use or necessary in the transportation . . 
of . . . persons or property . . . including all freight depots, yards 
or grounds used or necessary in the transportation or delivery of any 
such property.” 


“ce 


22Tn Adams v. Mills, supra note 11 at 414, 415. “Certainly the Commission 
could reasonably determine upon this evidence that the conditions with respect 
to livestock in Chicago justified a different rule from that obtaining in other 
places; that, in part, a different practice had prevailed ; and that no reason 
existed for .rx*«s a departure from that practice.’ 

23 139 U. 128, 9 Sup. Ct. 249, 32 L. ed. 612 (1890). 

24 Td. at 136, 

25In the principal case, supra note 1 at 219 the Court said: “Without the 
aid of these statutes the transportation of livestock by rail was held to begin 
with its delivery to the carrier for loading onto its cars, and to end only after 
unloading for delivery or tender to the consignee at the place of destination. 
Covington Stock-Yards Co. v. Keith, 139 U. S. 128, 136.” 


26 Supra note 2. 
27 Td. 
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The term “transportation” is defined to include “locomotives, cars 

. and all instrumentalities and facilities of shipment or carriage 

irrespective of ownership, or of any contract . . . for the use thereof, 

and all services in connection with the receipt, delivery, elevation or 

transfer in transit . . . and handling of the property transported.” 
(Emphasis supplied.) 

Without further statutory help it would appear that the definitions 
of the terms “transportation” and “railroad” in section 1 (3) of the 
Act are sufficiently broad to include the loading and unloading of live- 
stock, and that the I. C. C. would have jurisdiction without further 
statutory provision if in fact the Yard company was a “common car- 
rier” within the meaning of section 1 (1), despite its divorce from 
its railroad facilities. 

Postponing for a moment consideration of the latter question, it 
should be pointed out that in 1912, when the Supreme Court decided 
that status of the Yard company under its former lease, the above 
sections were in effect and section 15 (5) ** was not. This amend- 
ment, passed in 1920, provides that: 


Transportation wholly by railroad of ordinary livestock in 
carload lots destined to or received at public stockyards shall 
include all necessary service of unloading and reloading en route, 
delivery at public stockyards of inbound shipments into suitable 
pens and receipt and loading at such yards of outbound shipments 
without extra charge therefore to the shipper, consignee or 
owners. . 


This amendment was passed while Adams v. Mills ® was pending. 
Its purpose was to enable shippers to rely on tariffs published by the 
railroads and to know that they would not be subjected to various 
additional charges for loading and unloading.*° 

It was the contention of the government and of the railroad inter- 
venors in the principal case that section 15 (5) merely confirmed the 
status of the Yard company as a firm engaged in a railroad transpor- 


28 Td. 

29 Supra note 11. 

80 Senator Cummins, co-author of the bill to ammend the Act said in sub- 
mitting it to the Senate: “The reasons that have been submitted to me for the 
adoption of the amendment are that it has become the practice of the railroad 
companies, or those connected with the railroad companies, to separate their 
charges, and when a shipper, especially a livestock shipper, asks what the rate 
is from the point of origin to the point of delivery, which is a stockyard, the 
rate is given according to the published tariff, and then the railroad company 
adds to the rate a series of charges for various services performed in con- 
nection with the transportation of the livestock, so that the shipper does not 
know from time to time what it will cost him to have his stock delivered at 
the point to which he ships it. . . 

. . . I think it is an amendment which will tend toward the protection of 
those who have occasion to use the railroads in the shipment especially of live- 
stock.” 59 Cong. Rec. 674 (1919). 
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tation service under the general definitions of section 1 (3).** The 
government pointed out that the Court in 1912 did not have section 
15 (5) to rely upon, stating: 
Even confining consideration to the statute as it stood at the 
time of this Court’s decision (United States v. Union Stock 
Yard, 226 U. S. 286) that appellant was a common carrier sub- 


ject to the Act, the changes made in its leases have not divested 
it of its common carrier status.*? 


The Appellant argued that persons performing the services gen- 
erally defined in section 1 (3) and specifically defined by section 15 
(5) as railroad transportation services were not necessarily “common 
carriers” within the meaning of section 1 (1) of the Act.** This 
was the main issue. 

Whether or not the Secretary of Agriculture would have jurisdic- 
tion of the loading and unloading charges of the Yard company in 
the event that the Court had held in the principal case that the Yard 
company was not a “common carrier” subject to the jurisdiction of 
the I. C. C. need not be here considered. The Appellant argued that 
its loading and unloading rates would be subject to regulation under 
the Packers and Stockyards Act,** while the railroad intervenors 
argued that “if the Commission should now be held to lack jurisdic- 
tion, those transportation services and charges will be wholly un- 
regulated.” *° 

Under sections 305, 309 and 310 of the Packers and Stockyards 
Act ** the Secretary of Agriculture is empowered to regulate rates 
for stockyard services, which must be just and reasonable. By sec- 
tion 301 ** stockyard services are defined as “‘services or facilities fur- 
nished at a stockyard in connection with receiving, buying or selling 

. marketing, feeding, watering, holding, delivery, shipment, weigh- 
ing, or handling in commerce, of livestock.” While loading and un- 
loading are not specifically mentioned, it would seem that, if other 
considerations could be disregarded, the language is sufficiently broad 
to include loading and unloading. 


31JIn Government’s brief at 13 it was argued: “The amendment of 1920, 
adding section 15 (5) to the Act, confirms appellant’s status of common car- 
rier in performing the unloading and loading of livestock.” In their brief, the 
Railroad intervenors at 11 stated: “The Interstate Commerce Act denominates 
the loading and unloading service as railroad transportation. It does so by 
general terms and definitions in section 1 (3) of the Act, and in specific words 
in section 15 (5) of the Act. 

32 Government’s brief at 12. 

33 Appellant’s brief at 32, 33. 

34 Jd. at 94. 

35 Railroad intervenor’s brief at 55. 

36 Supra note 18. 

387 Td, 
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The question, however, becomes moot in view of the provisions of 
section 406 ** which provides: 

Nothing in this chapter shall affect the power or the jurisdic- 
tion of the Interstate Commerce Commission, nor confer upon 
the Secretary concurrent power or jurisdiction over any matter 
within the power or jurisdiction of such Commission. 

An affirmative finding, therefore, that the Yard company was a 
“common carrier,” subject to the jurisdiction of the I. C. C. would 
make unnecessary a consideration as to whether or not the rates would 
go unregulated if the I. C. C. did not have jurisdiction. The question 
was not, therefore, discussed by the Court. 


The Previous Misleading Dicta 


In considering the main issue as to whether the Appellant, who 
was clearly performing railroad transportation services as defined by 
Sections 1 (3) and 15 (5) was a “common carrier” within the mean- 
ing of section 1 (1), the Court failed to meet the challenge of the 
Appellant that the 1912 decision of the Court was based on the rela- 
tionship between the Yard company and the operators of the railroad. 
It has been shown that the language of the Court in that case, fairly 
construed, indicated that the relationship and not the type of service 
involved in loading and unloading was the basis of the decision.*® 
Likewise the relationship and not the type of service appears to have 
been the basis of the decision of the I. C. C. in 1919 when it held that 
the lease of 1913, under which the railroad facilities were leased for 
an annual rental of $600,000 instead of a rental consisting of two- 
thirds of the profits, did not create a relationship “essentially differ- 
ent” from that existing at the time of the 1912 Court decision.*® 

The government, in its brief in the principal case, and the I. C. C. 
in the appendix to its report reviewed by the Court in the principal 
case, did not evade the implications in the language of the 1912 de- 
cision indicating that the relationship to the operators of the railroad 
was determining. The government pointed out ** that despite the 
strong language to this effect ** the Court had also stated in the 1912 
decision that : 


They (the Junction and Appellant) are common carriers because 
they are made such by the terms of their charters, hold them- 
selves out as such and constantly act in that capacity, and because 
they are so treated by the great railroad systems that use them.** 


38 Td. 

39 Supra note 7. 

40 Supra note 9. 

41 Government’s brief at 21. 
42 Supra note 7. 

43 Supra note 5 at 305. 
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The government argued also that: 


While the appellant’s affiliation with the Junction was relied on 
in the Stockyards case, supra, it is obvious that, if that were the 
only, or even the most important consideration, the Holding 
company might equally have been held to be a common carrier 
subject to the Act.* 

The I. C. C. in the appendix to the majority report *° admitted the 
force of the “relationship” language in the 1912 Court decision but 
added that it does not follow “that it (the Court) would not have 
reached the same determination in the absence of those facts.” 

That the language in the 1912 decision was logically subject to the 
construction placed upon it by the appellant is clear from the fact that 
Commissioner Eastman and Commissioner Porter agreed with the 
construction in their minority reports.*® 

The Court, in the principal case, met the arguments, not with an 
analysis and justification of its previous language but by a completely 
new analysis of the new facts under the amended statutes. It did not 
even rely on the point argued strenuously below that the Yard com- 
pany, though it no longer operated the railroad, still owned the rail- 
road and still operates under its charter powers and still had the 
power of eminent domain.** The I. C. C. had relied upon this rela- 


tionship in its majority report.** 


By placing its decision in the principal case squarely on the nature 
of the loading and unloading services under the statute, which was 
not materially altered by the “implementing” amendment of section 
15 (5), the Court makes its reference to relationships in the 1912 
decision dictum for such relationship now appears to have been un- 
essential to the former decision. This fact will be particularly sig- 
nificant in a determination of the status of other stockyards, some of 


44 Government’s brief at 17. 

45 227 I. C. C. 716, 724 (1938). 

46In id at 730 Commissioner Eastman said: “The Yard company, in my 
judgment, is not now a common carrier by railroad. Past decisions of the 
Supreme Court that it was such a carrier rested upon its conjunction in own- 
ership, operation, and service with a line of railroad. Such conjunction ceased 
when the line of railroad was leased, practically in perpetuity, to the New 
York Central,” Commissioner Porter at 734 quoted the language of the 
Court, supra note 7, and said: “In referring to the ‘service rendered’ by the 
two companies the Court obviously did not have in mind merely the loading 
and unloading service. It had in mind the service previously referred to in 
the opinion, namely, both the loading and transporting . . 

“It seems obvious from the opinion that the Court could not find the Yard 
company to be a ‘common carrier’ by railroad by reference to its service, status 
and activities considered separately and apart from those of the railroad.” 

47 Government’s brief at 12; appellant’s brief at 88. 

48 In supra note 45 at 720 the majority said: “Looking to the substance of 
the 1922 lease we are of the opinion and find that it did not accomplish any 
change in the status of the Yard company under the Interstate Commerce Act.” 
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which have no affiliation with railroads. In others the degree of such 
relationship varies. 


When Is a “Carrier” a “Common” Carrier? 


Where the status of a yard company can be based on relationship 
with a common carrier there is no difficulty in finding that the yard 
company is not only a “carrier” but also a “common” carrier. Where 
the status cannot be based upon such relationship, as in the principal 
case, but must depend upon statutory definition there is still no diffi- 
culty in finding that the yard company is a “carrier” but there is great 
difficulty in determining whether it is a “common” carrier. 

That was the essential issue in the principal case. The Court was 
forced to strain for its result and in doing so failed to chart clearly 
the precarious path it followed. 

The Court, in the principal case, arrived at the decision that the 
Yard company was a “carrier” solely by reference to the statute. It 
said: 

Appellant is thus engaged in the performance of a railroad trans- 
portation service and provides railroad “terminal facilities” and 
services. It is a “carrier” engaged in “transportation of prop- 


erty wholly by railroad” as those terms are defined by the words 
of the statute. . 


The statute, it is true, does not purport to say when one who is 
a railroad carrier because engaged in furnishing railroad terminal 
facilities and services, is to be deemed a “common carrier.” * 


The Court found that the Yard company was a “common carrier,” 
stating : 

The character of the service, in its relation to the public, deter- 

mines whether the calling is a public one, and a common carrier 

does not cease to be such merely because in rendering services to 

the public it acts as agent of another.°° (Emphasis supplied.) 


The appellant contended that there was no basis for distinguishing 
the loading and unloading services rendered by the Yard company 
from other services which fell within the statutory definition of rail- 
road transportation facilities. It was not disputed that many other 
services performed for railroads fell within the statutory definitions 
and thus became “carriers.” The appellant relied chiefly upon Ellis 
v. I. C. C.™* in which it was held that though the Armour Car Lines 
furnished refrigerator cars and performed icing services for railroads, 
and though the service fell within the statutory definition of railroad 
transportation services, the company itself was not a common carrier 

49 Supra note 1 at 220. 


50 Td. at 220. 
51 237 U. S. 434, 35 Sup. Ct. 645, 59 L. ed. 1036 (1915). 
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and therefore its rates for icing charges were not subject to the juris- 
diction of the Commission.*? It cited numerous other services such 
as wharfage, grain elevator services, the furnishing of privately owned 
cars, literage, etc., which fell within the statutory definition but which 
had not themselves been regarded as “common carriers” subject to 
the requirement that they file tariffs.** 

It was not disputed by the government that many other services 
fell within the statutory definitions of railroad transportation services. 
But the government insisted that these other services were not sub- 
ject to the jurisdiction of the I. C. C. because they were not “common” 
carriers. 

Efforts to distinguish the services here involved from other serv- 
ices not subject to the Act can be divided into separate arguments, 
though the various grounds were not always kept separate in the 
briefs. 

The Holding Out Argument 


One who “undertakes to carry for all people indifferently” ** is gen- 
erally regarded as a “common” carrier as distinguished from a private 
carrier. The intervening railroads summarized the argument as fol- 
lows: 


It (the Yard company) holds itself out to perform this transpor- 
tation for all alike, for a common charge, and under circumstances 
which make its business a public calling. It is therefore a com- 
mon carrier engaged in the transportation of livestock by rail- 
road.*® 


The Court found that the appellant “holds itself out to the public as 
performing the loading and unloading service and permits it to be 
performed by no other.” °° 

Just what the Court meant by “public” is not clear from the deci- 
sion. Must the holding out be to the shipping public in order to make 
a carrier a “common” carrier or is it enough if a carrier holds out to 


52 Appellant’s brief at 13. 

53 At 159, 691 of its brief Appellant stated: “Among these services are 
icing of cars (237 U. S. 434); pre-cooling of refrigerator cars for loading 
(232 U. S. 199); pick-up and delivery service (197 I. C. C. 675); transfer 
service by motor or horse-drawn vehicles (91 I. C. C. 539, 140 I. C. C. 685); 
wharfage service (59 I. C. C. 488, 100 I. C. C. 159, 123 I. C. C. 685, 157 I. C. C. 
663); loading and unloading at terminals (59 I. C. C. 488); compressing of 
cotton (17 I. C. C. 98); elevation of grain (34 I. C. C. 442, 73 I. C. C. 273); 
storage (59 I. C. C. 488, 190 I. C. C. 209); lighterage and car floating (17 
I. C. C. 40, 203 I. C C 417); furnishing of privately owned cars (50 I C. C. 
652, 237 I. C. C. 434; drayage (100 I. C. C. 159, 123 I. C. C. 685, 177 I. C. C. 
209); barge service (177 I. C. C. 209)—all of which services are held out to 
the shipper by the railroads in their tariffs and come within the definition of 
transportation in section 1 (3) of the Interstate Commerce Act.” 

54 Black’s Law Dictionary, definition of “Common Carrier.” 

55 Railroad Intervenor’s brief at 8. 

56 Supra note 1 at 217. 
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perform services for all railroads? The facts in the principal case and 
in the cases cited by the Court would indicate that the Court did not 
mean “public” in the commonly accepted meaning but that by the 
term it meant “all” railroads which might wish to use the services. 

The difference is important. If a holding out to the shipping pub- 
lic were essential to make a carrier a common carrier it would seem 
that an agent engaged in railroad transportation services (within the 
meaning of the statute) for another railroad would not become a 
“common” carrier because the holding out to the shipping public 
is by the principal and so that principal’s status would be affected by 
such holding out and the agent’s status would not. 

The appellant here did not “hold out” to the shipping public, for 
its tariffs clearly showed that its loading and unloading services were 
available only to railroads.*? With this fact before it the Court must 
have been referring to a “holding out” to railroads rather than to the 
shipping public, but it did not so state. 

The Court said: 


The character of the service, in its relation to the public, deter- 
mines whether the calling is a public one, and a common carrier 
does not cease to be such merely because in rendering service to 
the public it acts as agent of another . . .*° 


The Court cited United States v. Brooklyn Eastern Terminal *® 
for this proposition. The Terminal, like the Union Stock Yard, per- 
formed carrier services for railroads.“ The citation of this case 
also indicates that the Court had in mind that a “holding out” to all 
railroads was a sufficient “holding out” to make a “carrier” a “com- 
mon” carrier. 

This view as to the Court’s conception is confirmed by the fact 
that the Court said in discussing the Brooklyn Eastern District Ter- 
minal case and in discussing the question of the effect of agency. 


Connecting common carriers frequently act in that (agents) ca- 
pacity for each other without losing their status as such.* 





57 Appellant’s reply brief at 4. It should be pointed out that services other 
than loading and unloading which the Yard company performed for the general 
public could have no effect on the status of the Yard company in respect to its 
loading and unloading services, performed only for railroads. 

58 Supra note 1 at 220. 

59 249 U. S. 296, 39 Sup. Ct. 283, 63 L. ed. 613 (1919). 

6 The Terminal did not hold itself out to the public as a carrier for various 
railroads. It should be pointed out that the question here involved was whether 
the Terminal was a common carrier within the meaning of the Hours of Serv- 
ice Act (March 4, 1907, c. 2939, 34 Stat. 1415). The Court said at 304: 
“We need not undertake a definition of the term ‘common carrier’ for all pur- 
poses. Nor are we concerned with questions of corporate power or duties to 
shippers, which frequently compel nice distinctions between public and private 
carriers.” 

61 Supra note 1 at 220. 
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If holding out to the public were essential to the status of “com- 
mon” carrier, many connecting carriers, recognized as common car- 
riers would not be such. 

It seems clear therefore that despite the use of the word “public” 
in the principal case, there is sufficient “holding out” to make a 
“carrier” a “common” carrier if that holding out is to all railroads de- 
siring the service as distinguished from all shippers. 

The question as to what the Court meant by “holding out’’ is, 
however, again confused by the language it used ® in reference to the 
decision in Ellis v. I. C. C. The Court said in the principal case: 


Ellis v. Interstate Commerce Comm'n, 237 U. S. 434, on which 
appellant relies, does not hold otherwise. There the Commission 
sought a district court order to compel the examination of wit- 
nesses in a proceeding, instituted by the Commission of its own 
motion, for the investigation of a corporation which leased refri- 
gerator cars to shippers and railroads and maintained icing 
plants at which it iced the cars the railroad paying for the icing 
service. There was no allegation or proof that the corporation 
was engaged in a common calling or held itself out as ready or 
willing to supply cars or services on reasonable request. In 
holding that the case was not an appropriate one for the relief 
sought because the company was not within the jurisdiction of 
the Commission, the Court said, p. 443: “It is true that the 
definition of transportation in # 1 of the Act includes such instru- 
mentalities as the Armour car lines lets to the railroads, but the 
definition is a preliminary to the requirement that the carrier 
shall furnish them upon reasonable request, not that the owners 
and builders shall be regarded as carriers,®* contrary to the truth.” 


It is clear that the cars were leased not only to railroads but also 
to shippers. The company also performed icing services for rail- 
roads and presumably it did so for shippers. Because of this it is 
difficult to tell whether the Court which decided the Ellis case had 
in mind a “reasonable request” of the shippers or of the railroads 
or of both. Similarly it is difficult to tell whether the Court which 
decided the principal case, in referring to the Ellis case distinguished 
between a readiness or a willingness “to supply cars or services on 
reasonable request” of the shippers or such readiness and willingness 
to supply at the request of the railroads. The Ellis case and the 
discussion of it in the principal case therefore throws no further light 
on the important question as to whether “holding out” to railroads is 
enough “holding out” to make a “carrier” a “common” carrier. We 


62 Supra note 1 at 221. 

63 In the light of the language of the principal case the quotation from the 
Ellis case would be more exact if the Court had said “common” carriers, for 
it has been seen from the principal case that the statute makes such instrumen- 
talities “carriers,” the only question being whether they are “common” carriers. 
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shall assume that it is. That assumption will be important in con- 
sidering the status of other services falling within the statutory defi- 
nition of a railroad transportation service. 


The Monopoly Argument 
The government argued that: 


. appellant alone can be employed by the line-haul carriers 
for the service and it is necessarily distinguishable in that re- 
spect from various other agencies performing services within 
the definition of railroad transportation.®* 


The lower Court, reviewing the I. C. C. report in the principal case 
found that there is no other way of unloading and loading livestock 
at appellant’s yard.* 

The Supreme Court also referred to the monopoly status: 


It (the Yard company) owns the platforms and chutes which 
are the necessary and only means of loading and unloading at 
its yard to and from which the livestock is shipped interstate 
by rail. 

This statement was made by the Court in stating the facts. It 
did not refer to the monopoly argument in its reasoning though the 
point was argued strenuously below. 

The Commission found that : 


Under the conditions existing at Chicago, respondent’s yards are 
substantially the sole terminal in Chicago for the receipt of live- 
stock and, as to the unloading of shipments destined to the yards, 
the railroads have to employ respondent to perform the service. 

Would the case be any different if the Yard company did not have 
a monopoly on loading and unloading and if the railroads were free 
to bargain for the service just as they are free to bargain for the 
purchase of rails or cars or locomotives? 

The appellant points out that there is the same monopoly where a 
carrier employs an elevator company, a wharfage company, a bridge 
company or a ferry, all of which are performing services. It pointed 
out that there is seldom more than one grain elevator or one public 
wharf in most communities yet it has “never been held . . . that 
either is a common carrier because it is a monopoly of the facilities 
and services necessary to commence or complete transportation serv- 
ice required to be performed by the railroads where it supplies such 
facilities and services as the carrier’s agent.” 

6 Government's brief at 13. 

65 Government’s brief at 15. 

86 Supra note 1 at 217. 


87 Supra note 45 
68 Appellant’s reply brief at 4. 
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Because the monopoly argument was not relied upon by the Su- 
preme Court it is doubtful if the Court would hold differently in the 
event a yard company did not have a monopoly on the loading and 
unloading services. If such a distinction were made it would mean 
that the I. C. C. would have jurisdiction over loading and unloading 
services which were not monopolies and that it would have none 
where there was a monopoly. It would seem that it would be even 
more necessary for the I. C. C. to have jurisdiction over yard com- 
panies which were monopolies than over those which were not. 


Miscellaneous Efforts to Dintinguish the Union Services From 
Other Services 


The government attempted to distinguish the services in question 
from other services by stating “It is apparent that its charges are not 
like the expenses for fuel and other supplies spread over the field of 
a railroad’s operations but are charges applying to each shipment, a 
component part of each rate, and obtainable only from appellant.” * 
The Court did not refer to this argument. It would seem that the 
charges for icing as in the Ellis case would be indistinguishable from 
loading and unloading charges in this respect. 

The government also pointed out that the Yard company still 
owned the junction railroad, that it still had duties as a carrier under 
its charter and contract with the lessee, and that the “appellant and 
the users of its services remain entitled to, and dependent upon, its 
demised railroad . 7° The Court did not mention or rely on 
this argument. 

The government answered a contention of the appellant that the 
Yard company did not control transportation as in the case of terminal 
companies by stating that the designation of loading platforms for 
particular trains did control train movements.” 


The Analogy of Ellis v. I. C. C. 

As the Court concerned itself primarily with the “holding out” 
argument and a detailed attempt to distinguish the Ellis case to main- 
tain its finding that the appellant was a “common” carrier, it would 
seem that here could be found the real basis of the decision. The 
Ellis case was discussed * previously to determine if it threw any 
light as to the Court’s views on whether the “holding out” had to be 
to the public or whether it was enough that it be to the railroads. A 
further discussion of the substance of the case is necessary as the 
appellant argued strenuously that it was indistinguishable. 

69 Government’s brief at 15. 

70 Jd. at 19. 


71 Jd. at 24 and 25. 
72 Supra at 430. 


5 
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In the Ellis case the cars were leased and icing services were 
rendered to shippers and to railroads alike. In the principal case the 
loading and unloading services were rendered to railroads only. From 
this it would seem that there was more reason to find that the 
Armour Car lines were common carriers than to find that the Yard 
company was a common carrier. In both cases charges were de- 
pendent on the number of cars involved. In both cases the services 
were within the statutory definition of railroad transportation serv- 
ices, the only question being whether the services were rendered as 
“common carriers.” The Court deciding the Ellis case did not even 
admit that the refrigerator company was a carrier though this clearly 
appears to be the case in the light of the language employed by the 
Court in the principal case."* The Court in the Ellis case said: 

But the definition is a preliminary to a requirement that the 
carriers shall furnish them (instrumentalities and services) upon 
reasonable request, not that the owners and builders shall be 
regarded as carriers contrary to the truth.” 

The Court in the principal case explained this result by stating 
that “There was no allegation or proof that the corporation was en- 
gaged in a common calling or held itself out as ready and willing to 
supply cars or services on reasonable request.” ** This was an inti- 
mation that if there had been such allegation and proof the Court 
would have decided that the Armour Car Lines were common car- 
riers and that its charges would have been subject to the jurisdiction 
of the I. C. C. If this is so the principal case is not in conflict with 
the Ellis case for that case was decided on an error in failing to plead 
and prove “a holding out.” 

The indications are, however, that if the facts as to “holding out” 
in the Ellis case had been properly pleaded and proved that case 
would have been on all fours with the principal case. It follows that 
if the Court again had occasion to pass on the status of the Armour 
Car Lines it would find the company to be a common carrier subject 
to the Act. 


What Was the Basis of the Decision in the Principal Case? 


If “holding out” to all railroads is sufficient holding out to make 
a statutory carrier a “common” carrier (it has been shown that that 
was the type of holding out the Court had in mind), how can icing 
services, grain elevators, the furnishing of private cars, literage and 
the other services referred to by the appellant be distinguished ?*® 


73 Supra note 49. 

74 Supra note 51 at 443, 444. 
75 Supra note 1 at 221. 

76 Supra note 53. 
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It would seem that the decision in the principal case calls for a re- 
examination not only of the status of refrigerator car companies but 
also many other railroad service companies, which have hitherto not 
been subject to the jurisdiction of the I. C. C. 

A hint of possible but indefinite and unsatisfactory distinction is 
found throughout the government’s brief. The government empha- 
sized the “essential” nature of the service. It quoted Stafford v. Wal- 
lace ** to show that the stockyards are part of the “great national 
public utilities to promote the flow of commerce from the ranges and 
farms of the West to the consumers in the East.” It referred to 
“the difference between vital terminal services and a railroad’s sup- 
plies.” 78 

Possibly the furnishing of icing services is not so vital a service, 
but it is certainly essential to important part of interstate commerce. 
If the “essential” nature of a service were used as a basis of distinc- 
tion where could the line be drawn? The discussion is, however, 
speculative as the Court did not decide the principal case on that 
basis. The basis it did chose leaves the status of many railroad 
transportation services in doubt. 

The I. C. C. in Ex Parte 127 is now engaged in a study of twenty- 
three stockyards to determine whether or not it has jurisdiction over 


them. They fall into three groups: (1) Those in the position of the 
Union Stock Yard at the present time, in that they formerly owned 
railroads but no longer operate them; (2) Those in the position in 
which the Union Stock Yard was in 1912, in that they operated rail- 
roads through affiliates;*® and (3) Those with no railroad affilia- 
tions. 


It would seem that the effect of the decision in the principal case 
goes much further than stockyards and that other services, now free 
from the jurisdiction of the I. C. C., might find themselves subject to 
the provisions of the Act. 


The Limits of Jurisdiction 


In the principal case the Court was not concerned with the question 
as to the exact point at which loading and unloading ceased and other 
stockyard services, subject to the jurisdiction of the Secretary of 
Agriculture, began. A real question is presented as consignees some- 
times take possession at one point in the yards and sometimes at 


77258 U. S. 495, 42 Sup. Ct. 397, 66 L. ed. 735 (1922). 

78 Government’s brief at 24. 

79 The author is informed that recently several of them transferred their 
loading and unloading facilities to the affiliated railroads, which plan to file 
tariffs for such services with the I. C. C. The yard companies, themselves, 
will not be subject to the I. C. C. Act and will effect savings under the Rail- 
road Retirement Act. 
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other points. Furthermore, custom and facilities for delivering and 
holding vary at the different yards. 

The question was decided by the I. C. C. on April 8, 1940, in Swift 
and Company v. Alton Railroad, No. 27862. Swift and Co., packers, 
operated a plant near the Union Stock Yard and received much of 
its livestock through the Yard. Adjoining the unloading platforms 
are chutes and holding pens, from which the complainant sometimes 
drove the livestock with its own employees through the property of 
the Yard company to the public street. Sometimes it was necessary 
to place the stock in holding pens, for which service the Yard com- 
pany admittedly was entitled to compensation. 

The Yard company, however, insisted on collecting a yardage 
charge even in those cases in which complainant took the livestock 
directly from the holding pens. Claiming that it was the duty of the 
trunk-line railroad to deliver livestock to the consignee in such a 
manner that it would not have to pay extra charges to take effective 
possession, the packing company brought this action on the grounds 
that the railroad was engaging in an unreasonable practice. It asked 
that the defendants be required to furnish reasonable egress from 
the unloading pens, where complainant took possession, to the public 
streets, free from any extra charge. 

The I. C. C. held that under section 15 (5) delivery was complete 
at the unloading pens and that the exact line of demarcation between 
the jurisdiction of the I. C. C. and that of the Secretary of Agricul- 
ture was the gates leading from the unloading pens. 

The complainant argued that under the provisions of section 15 
(5) transportation includes delivery of the livestock into “suitable 
pens” without extra charge and that pens from which the complain- 
ant could not get egress without paying a separate charge were not 
“suitable pens” within the meaning of the statute. 

The I. C. C. cited Atchison, T. and S. F. Ry. Co. v. U. S.,° other- 
wise known as the Hygrade case, to show that “Usage and physical 
conditions combine definitely to end transportation, at least in re- 
spect to these shipments, with unloading into suitable pens as is now 
required by section 15 (5).” * 

The I. C. C. took the position that “the word ‘suitable’ is descrip- 
tive of the character of the pens into which the stock must be un- 
loaded and does not under a reasonable interpretation of the language 
used, refer to the character of the egress from the pens to the bound- 
ary of the yards.” 


80 295 U. S. 193, 55 Sup. Ct. 748, 79 L. ed. 1382 (1935). 
81 Jd. at 201. 
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The complainant pointed out that such a position “comprehends the 
proposition that defendants’ common law duty has been reduced by 
section 15 (5).” 

The argument of the complainant would appear to have merit as 
the section states that the word “transportation” shall “include” un- 
loading into suitable pens. It does not state that transportation shall 
not include something else, namely fulfillment of the common law 
duty to deliver to the consignee at such a place that he can get pos- 
session without paying an extra charge. 

Commissioner Alldredge in a dissenting opinion took this view, stat- 
ing that the majority had merely quoted one passage from the Hy- 
grade case, that the Court there had not decided just where the 
transportation ends and that the decision was based on technical 
inadequacies in the hearing before the I. C. C. and not on the limits 
of jurisdiction contended for by the majority. 

He stated that in effect the I. C. C. was setting aside the princi- 
ples of Covington Stock-Yards Co. v. Keith,** which were here appli- 
cable. There the Court said: 


A carrier of livestock has no more right to make a special 
charge for merely receiving or merely delivering such stock, in 
and through stockyards provided by itself, in order that it may 
properly receive and load or unload and deliver, such stock, than 
a carrier of passengers may make a special charge for the use 
of its passenger depot . . 


While the opinion of the majority, if sustained, would be practi- 
cally desirable in that it would clearly define the exact limits of juris- 
diction at stockyards, it is submitted that the minority opinion is 
correct and that the language of section 15 (5) does not give a suf- 
ficient basis for setting aside the common law duty to deliver without 
subjecting the consignee to extra charges incidental to delivery. 

It would seem also that the decision of the majority is contra to 
the broad purpose of section 15 (5) as outlined by Senator Cum- 
mins.®* Jor De GANARL. 


82 Supra note 23 at 135. 

83 Supra note 30. The I. C. C. quoted the following additional paragraph from 
Senator Cummins’ speech: 

“I am entirely in sympathy with the purpose of these shippers, and want 
to bring the whole subject within the jurisdiction of the Interstate Commerce 
Commission, and compel the carriers to state in the published tariffs the 
rates that must be paid by the shippers for the entire service of taking 
property at the point of origin and delivering it to the point at which it is 
to leave the car.” (Emphasis supplied.) 

As delivery, on direct shipments, is generally taken at the receiving point 
and not at the point at which the stock leaves the cars too much emphasis 
should not be placed on the phrase emphasized by the I. C. C. The broad pur- 
pose as expressed by the Senator is at variance with the majority report. 
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DECLARATORY JUDGMENTS AND JUDICIAL DISCRETION 


Recent decisions in two Circuit Courts of Appeals would seem 
to indicate an advance in liberality with regard to the discretionary 
entertainment of actions brought under the Federal Declaratory Judg- 
ment Act.’ Declaratory relief is a comparatively recent development 
in English and American law and came as a result of the demand 
for this type of action by petitioners who could find no adequate 
remedy under existing forms. It seems to have been treated as a 
form of equitable relief at its inception and for some time thereafter 
which accounts in part, at least, for the idea that an adequate remedy 
at law would be a bar to such a proceeding.? Prior to statutory pro- 
vision for declaratory action its use was not wide spread and its 
principal use was for the construction of written directions which trus- 
tees and others were obliged to follow.* The use of this type of 
relief has, with the assistance of progressive decisions, come a long 
way since the time of its origin until today it is provided for under 
the Federal Statutes* as well as those of many states. But in spite 
of its development and more universal acceptance its administration 
is often tempered by the original thought that its use should be con- 
fined to situations where “the showing of irreparable injury and the 
law’s inadequacy required for the granting of ordinary preventive 
relief in equity” made it necessary. 

There has been considerable comment in the recent past on the 
fact that declaratory relief is an alternative remedy® until now this 
is accepted quite universally, but the granting of a declaration in 
the face of a pending suit for coercive relief is a much longer and 
more hazardous step in this direction or possibly a step beyond its 
logical bounds.* That judicial opinion is not settled on this question 
may be shown by a comparison of Standard Accident Insurance Co. 
v. Grimmet' and Aitna Casualty and Surety Co. v. Yeatts.® While 
these two cases involve fundamentally different questions, the gen- 


148 Stat. 955 (1934), 28 U. S. C. § 400 (1934). 

2DosrE AND Lapp, CASES AND MATERIALS ON FEDERAL JURISDICTION AND 
ProcepureE (1939) 105, N. 1. “Some people seem to have regarded a proceed- 
ing for a declaratory judgment as a suit in equity to which an adequate remedy 
at law would be a bar.” 

8 See Gully v. Interstate Natural Gas Co., 82 F. (2d) 145 (C. C. A. 5th, 1936). 

4 For history and constitutionality see Sen. Rep. No. 1005, 73rd Cong., 2d Sess. 

5 Supra note 2. 

6 Declaratory Judgment as an Alternative Remedy (1935) 44 Yate L. J. 694; 
Declaratory Judgment, Alternative or Exclusive Remedy (1937) 5 U. of Cui. 
L. Rev. 143; J. B. Moore, Declaratory Judgment, Alternative Relief (1937) 
4 U. or Pitt. L. Rev. 59; R. E. Teaford, Declaratory Judgment—an Alternative 
Remedy and Limitation (1939) Onto Sr. L. J. 398. 

7 32 F. Supp. 81 (W. D. La. 1939) For full citation of cases of state decisions 
see BorcHARD, DECLARATORY JUDGMENTS (1934) 151-153. 


899 F. (2d) 665 (C. C. A. 4th, 1938). 
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eral tenor of the former was to the effect that a court taking juris- 
diction under the Federal Declaratory Judgment Act should, due to 
the nature of the relief sought, do so to the exclusion of other tri- 
bunals; while the latter concluded that jurisdiction should not be 
denied though the petitioner was merely seeking to establish a de- 
fense to a pending claim. 

In the working out of an answer to the question here presented 
it is, of course, necessary to examine the issues involved in the pend- 
ing action. If the two suits involve identical issues and either would 
adequately settle the controversy, it would seem unwise to entertain 
the second suit. Professor Borchard states, ““. . . where a suit or 
proceeding is already pending involving the same issues, it is manifest- 
ly unwise and unnecessary to permit a new petition for a declaration to 
be initiated by the defendant or plaintiff in that suit.” ° In the interest 
of flexibility it is not desirable to set down any iron-clad rule, and a 
very reasonable policy’® has been adopted in respect to the question of 
entertaining declaratory actions where other adequate remedies ex- 
isted. This same policy should be adopted where other action is 
pending as it is conceivable that declaratory relief would be better 
suited to the needs of the litigants than pending coersive action even 
where identical issues are involved. 

Assuming that there are two actions pending, one for direct and 
one for declaratory relief, should the fact that one was instituted at 
an earlier date than the other influence the court in entertaining a 
petition for a declaratory judgment? It would appear that this 
element is not of sufficient importance to influence the exercise of 
judicial discretion, yet a recent state court decision’ seemed to take 
refuge in the fact that an action for direct relief was instituted in 
the federal court after the filing of the petition for a declaration in 
the state court as a justification in part, of its retention of jurisdiction 
in the declaratory action. Also the federal court in “tna Casualty 
and Surety Co. v. Martin’® came to the decision that it was not re- 
quired to give up jurisdiction of a declaratory action because of the 
institution of direct action in a state court, the state court action hav- 
ing been commenced after the federal court suit. In both of these 
cases the declaration was sought first, and the courts in retaining 


® See BorcHARD, supra note 7 at 179. 

10 See BorcHARD, supra note 7 at 103. “. . . the scope of its application 
was gradually broadened and the courts’ discretion exerted in favor of the 
declaration whenever it was convinced that it would serve a useful purpose. 
Attention was thus diverted from form and formula to substance and policy, 
so that we find convenience, expediency, need, desirability, public interest or 
policy the common criteria of the grant of the declaration.” 

11 Associated Indemnity Corp. v. R. Wachsmith, 99 P. (2d) 420 (Wash. 1940). 

12108 F. (2d) 824 (C. C. A. 8th, 1940). 
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jurisdiction seemed impressed by this time element. When the de- 
claratory action is brought after the institution of direct action, at 
least one of our federal courts has apparently taken the stand that 
declaratory relief is precluded.** 

Two recent decisions in the Circuit Courts of Appeals indicate a 
liberality in the exercise of discretion as to the entertaining of declar- 
atory actions in the face of pending direct actions. The first of these, 
Samuel Goldwyn, Inc. v. United Artists Corp.'* was an original ac- 
tion under the Federal Declaratory Judgment Act in which the plain- 
tiff sought a declaration of his rights under a contract with the de- 
fendant which he claims defendant has breached. The defendant’s 
motion to dismiss for failure to join certain other parties was granted 
by the District Court. Plaintiff appealed from this ruling, but before 
the appeal was heard commenced an action for an injunction in the 
state courts of New York. The Circuit Court found that the original 
action had been erroneously dismissed on the ground of improper 
joinder and remanded the case to the District Court. The court in 
remanding commented on the filing of the suit in the state court 
and stated that declaratory relief could be refused in the face of a 
pending non-declaratory action involving indentical issues should the 
District Court conclude that the ends of justice would be best served 
by such a course. 

This case is novel in that it presents a situation in which the same 
party has instituted both actions. In remanding the case the Circuit 
Court, however, does not preclude the District Court’s consideration 
of the declaratory action even though they should find that the two 
cases involve identical issues, but rather encourages the District 
Court’s entertainment of the declaration by the following language: 
“Upon reaching the conclusion that the ends of justice would be 
best served by such a course, a court of the United States in its 
discretion may refuse declaratory relief because another court has 
jurisdiction in an executory or non-declaratory action of proceedings 
involving an issue identical with that involved in the suit for declara- 
tory relief. Such a conclusion must be based upon sound reasons 
why under all the circumstances a non-declaratory or executory ac- 
tion is to be preferred over a suit for a declaration.” A decision 
of this type is a far cry from such leading cases as Automotive Equip- 
ment Co. v. Trico,.> AZtna Casualty and Surety Co. v. Quarles,* 

13 Supra note 7. 

14113 F. (2d) 703 (C. C. A. 3d, 1940). 

1511 F. Supp. 292 (W. D. N. Y. 1935). The court here held that the Fed- 
eral Declaratory Judgment Act provided for an alternative remedy in certain 
controversies where no other remedy was available. 


1692 F. (2d) 321 (C. C. A. 4th, 1937). Here Parker, J. stated in referring 
to the Federal Declaratory Judgment Act, “The object of the statute is to 
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and others. It would also seem to go beyond the bounds set by Pro- 
fessor Borchard** when he states that, “The court will refuse a 
declaration . . . where a proceeding involving identical issues is 
already pending in another tribunal, 7 


The second recent decision is that of Maryland Casualty Co. v. 
The Texas Co.** Here the insurer prays a declaration (1) that 
it is not required to defend The Texas Co., which is being sued in 
the state court; (2) that a second insurer is obligated to defend 
The Texas Co. and; (3) that The Texas Co. is not liable to the 
plaintiffs in the state court action. Plaintiff joined as defendants 
in this declaratory action the second insurer and all parties plaintiff 
and defendant in the state court action. The suit was dismissed on 
the motion of the state court plaintiffs, “apparently upon the theory 
that the complaint disclosed, as a matter of law, that the appellant 
is obligated to defend and indemnify The Texas Co. in the state court 
actions, and that the Hardware Mutual (second insurer) is not 
obligated . . . therefore no actual controversy sufficient to support 
the suit instituted by the appellant existed.” The Circuit Court 
reversed and remanded the decision stating that the complaint did 
disclose a controversy between the two insurers and The Texas Co. 
as to policy coverage and thus obligation to defend The Texas Co. 
in the state court. “The dismissal of the suit leaves the question 
of the coverage of the policies of the two insurers in uncertainty and 
still open to controversy.” The court came to this conclusion, not- 
withstanding its statement, “It is true that there is language in ap- 
pellant’s policy which is perhaps broad enough to require it to de- 
fend The Texas Co. in the state court actions, = 


Here, then, is a negligence action instituted in the state court against 
a party insured under a policy the terms of which are perhaps broad 
enough to obligate the Casualty Co. to defend and indemnify the 
defendant, and yet the insurer is allowed to sue for a declaration 
that its policy does not cover the defendant under the circumstances. 
It is not even argued that the Casualty Co. could have received an 
adjudication of this matter in the state court action. 


The New Rules of Civil Procedure’® clarify the matter of whether 
or not declaratory relief is alternative by specifically stating that, 
“The existence of another adequate remedy does not preclude a 


afford a new form of relief where needed, not to furnish a new choice of tri- 
bunals or to draw into the federal courts the adjudication of cases properly 
cognizable by courts of the states.” 


17 See BorCHARD, supra note 7 at 109. 
18114 F. (2d) 952 (C. C. A. 8th 1940). 
18 48 Stat. 1064 (1934), 28 U. S. C. § 723 C (1934). 
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judgment for declaratory relief in cases where it is appropriate.” *° 
As was pointed out earlier, the theory that the mere existence of 
another remedy precluded declaratory relief had been quite univer- 
sally abandoned before the New Rules were adopted, but this state- 
ment conclusively takes that consideration out of the scope of the 
court’s judicial discretion. 


Rule 57 goes further, however, in the support of declaratory ac- 
tions in two respects. First, it states that, “. . . the right to trial 
by jury may be demanded . . .,” which serves to eliminate one 
strong objection of defendants in declaratory actions, 1.e., the denial 
of trial by jury. This factor was, and rightly so, as strong influence 
upon judicial discretion against the entertainment of declaratory ac- 
tions. Secondly, Rule 57 states that, ““The court may order a speedy 
hearing of an action for a declaratory judgment and may advance 
it on the calendar.” This second provision is particularly important 
in the consideration of the granting of declaratory relief where there 
is a direct action pending. In certain situations the element of time 
may well be of major importance, and in these cases the fact that 
litigation may be quickly consummated might be sufficient in itself 
to cause the issuance of a declaration rather than leaving the parties 
to an otherwise equally appropriate direct action. 


It is true that the entertaining of declaratory actions, notwith- 
standing the existence of pending direct actions, may give rise to 
some complications as the rulings of one court may bind another. 
This possibility was adverted to in tna Casualty and Surety Co. 
v. Yeatts,** but that fact was not considered of itself to be sufficient 
ground for refusal to grant declaratory relief. In this case the court 
stated in refusing to enjoin proceedings in a state court, “Nor will 
such action (direct suit in the state court) on his part interfere with 
the proceedings in the federal court. In short, each court may pro- 
ceed with the case before it without reference to the other, except 
in so far as a prior decision in one tribunal may constitute res ad- 
judicata in one or more questions involved in a subsequent trial in 
the other.” The further possibility exists that the. completion of 
one action might leave the parties without adverse interests in the 
other suit.2? Cases admitting of this possibility should, of course, 
be refused as being, in the sound discretion of the court, inexpedient, 
inconvenient or otherwise undesirable. 


20 Rule 57. 
21 Supra note 7. 
22 See Banning v. Marsh, 124 Neb. 207, 245 N. W. 775 (1932) where dec- 


laration was declined because the issuance of an injunction had destroyed the 
adverse interests of the parties and thus made the issue hypothetical. 
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The tendency toward liberality in the granting of declaratory judg- 
ments, regardless of pending coercive or non-declaratory actions, 
would seem to be unmistakable and is, in the light of the numerous 
advantages of such relief, a step forward. 


Tuomas P. PATTERSON. 


PATENT APPLICATIONS WITHHELD FROM ISSUE FOR NATIONAL 
DEFENSE PuRPOSES* 


The recent? enactment of Public No. 700? by the Seventy-sixth 
Congress, while it will undoubtedly affect only a small proportion 
of the total number of patent applications passing through the Pat- 
ent Office, presents problems of unusual and vital interest to patent 
practitioners, especially those connected with organizations engaged 
in supplying the rapidly expanding national defense. This Act and 
a portion of another* of even narrower scope provide means whereby 


* The opinions and assertions contained herein are the writer’s own, and 
are not to be construed as official or deflecting the views of the Navy Depart- 
ment or the naval service at large. 


1 Approved by the President, July 1, 1940. 


2 Whenever the publication or disclosure of an invention by the granting of 
a patent might, in the opinion of the Commissioner of Patents, be detrimental 
to the public safety or defense he may order that the invention be kept secret 
and withhold the grant of a patent for such period or periods as in his opinion 
the national interest requires: Provided, That the invention disclosed in the 
application for said patent may be held abandoned upon it being established 
before or by the Commissioner that in violation of said order said invention 
has been published or disclosed or that an application for a patent therefor has 
been filed in a foreign country by the inventor or his assigns or legal rep- 
resentatives, without the consent or approval of the Commissioner of Patents. 

When an applicant whose patent is withheld as herein provided and who 
faithfully obeys the order of the Commissioner of Patents above referred to 
shall tender his invention to the government of the United States for its use, 
he shall, if and when he ultimately receives a patent, have the right to sue 
for compensation in the Court of Claims, such right to compensation to begin 
from the date of the use of the invention by the government: Provided, That 
the Secretary of War or the Secretary of the Navy or the chief officer of any 
established defense agency of the United States, as the case may be, is author- 
ized to enter into an agreement with the said applicant in full settlement and 
compromise for the damage accruing to him by reason of the order of secrecy, 
and for the use of the invention by the government. 

Sec. 2. This Act shall take effect on approval and shall remain in force for 
a period of two years from such date. (Public No. 700, 76th Cong.) 


3 All applications for patents shall be completed and prepared for examination 
within six months after the filing of the application, and in default thereof, or 
upon failure of the applicant to prosecute the same within six months or such 
shorter time, not less than thirty days or any extensions thereof, as shall be 
fixed by the Commissioner of Patents in writing to the applicant after an 
action therein, of which notice shall have been given to the applicant, they shall 
be regarded as abandoned by the parties thereto, unless it be shown to the 
satisfaction of the Commissioner of Patents that such delay was unavoidable. 
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judgment for declaratory relief in cases where it is appropriate.” *° 
As was pointed out earlier, the theory that the mere existence of 
another remedy precluded declaratory relief had been quite univer- 
sally abandoned before the New Rules were adopted, but this state- 
ment conclusively takes that consideration out of the scope of the 
court’s judicial discretion. 


Rule 57 goes further, however, in the support of declaratory ac- 
tions in two respects. First, it states that, “. . . the right to trial 
by jury may be demanded . . .,” which serves to eliminate one 
strong objection of defendants in declaratory actions, 1.e., the denial 
of trial by jury. This factor was, and rightly so, as strong influence 
upon judicial discretion against the entertainment of declaratory ac- 
tions. Secondly, Rule 57 states that, ““The court may order a speedy 
hearing of an action for a declaratory judgment and may advance 
it on the calendar.” This second provision is particularly important 
in the consideration of the granting of declaratory relief where there 
is a direct action pending. In certain situations the element of time 
may well be of major importance, and in these cases the fact that 
litigation may be quickly consummated might be sufficient in itself 
to cause the issuance of a declaration rather than leaving the parties 
to an otherwise equally appropriate direct action. 


It is true that the entertaining of declaratory actions, notwith- 
standing the existence of pending direct actions, may give rise to 
some complications as the rulings of one court may bind another. 
This possibility was adverted to in 4itna Casualty and Surety Co. 
v. Yeatts,** but that fact was not considered of itself to be sufficient 
ground for refusal to grant declaratory relief. In this case the court 
stated in refusing to enjoin proceedings in a state court, “Nor will 
such action (direct suit in the state court) on his part interfere with 
the proceedings in the federal court. In short, each court may pro- 
ceed with the case before it without reference to the other, except 
in so far as a prior decision in one tribunal may constitute res ad- 
judicata in one or more questions involved in a subsequent trial in 
the other.” The further possibility exists that the completion of 
one action might leave the parties without adverse interests in the 
other suit.2* Cases admitting of this possibility should, of course, 
be refused as being, in the sound discretion of the court, inexpedient, 
inconvenient or otherwise undesirable. 


20 Rule 57. 
21 Supra note 7. 


22 See Banning v. Marsh, 124 Neb. 207, 245 N. W. 775 (1932) where dec- 
laration was declined because the issuance of an injunction had destroyed the 
adverse interests of the parties and thus made the issue hypothetical. 
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The tendency toward liberality in the granting of declaratory judg- 
ments, regardless of pending coercive or non-declaratory actions, 
would seem to be unmistakable and is, in the light of the numerous 
advantages of such relief, a step forward. 

Tuomas P. PATTERSON. 


PATENT APPLICATIONS WITHHELD FROM ISSUE FOR NATIONAL 
DEFENSE PuURPOSES* 


The recent* enactment of Public No. 700? by the Seventy-sixth 
Congress, while it will undoubtedly affect only a small proportion 
of the total number of patent applications passing through the Pat- 
ent Office, presents problems of unusual and vital interest to patent 
practitioners, especially those connected with organizations engaged 
in supplying the rapidly expanding national defense. This Act and 
a portion of another* of even narrower scope provide means whereby 


* The opinions and assertions contained herein are the writer’s own, and 
are not to be construed as official or deflecting the views of the Navy Depart- 
ment or the naval service at large. 


1 Approved by the President, July 1, 1940. 


2 Whenever the publication or disclosure of an invention by the granting of 
a patent might, in the opinion of the Commissioner of Patents, be detrimental 
to the public safety or defense he may order that the invention be kept secret 
and withhold the grant of a patent for such period or periods as in his opinion 
the national interest requires: Provided, That the invention disclosed in the 
application for said patent may be held abandoned upon it being established 
before or by the Commissioner that in violation of said order said invention 
has been published or disclosed or that an application for a patent therefor has 
been filed in a foreign country by the inventor or his assigns or legal rep- 
resentatives, without the consent or approval of the Commissioner of Patents. 

When an applicant whose patent is withheld as herein provided and who 
faithfully obeys the order of the Commissioner of Patents above referred to 
shall tender his invention to the government of the United States for its use, 
he shall, if and when he ultimately receives a patent, have the right to sue 
for compensation in the Court of Claims, such right to compensation to begin 
from the date of the use of the invention by the government: Provided, That 
the Secretary of War or the Secretary of the Navy or the chief officer of any 
established defense agency of the United States, as the case may be, is author- 
ized to enter into an agreement with the said applicant in full settlement and 
compromise for the damage accruing to him by reason of the order of secrecy, 
and for the use of the invention by the government. 

Sec. 2. This Act shall take effect on approval and shall remain in force for 
a period of two years from such date. (Public No. 700, 76th Cong.) 


8 All applications for patents shall be completed and prepared for examination 
within six months after the filing of the application, and in default thereof, or 
upon failure of the applicant to prosecute the same within six months or such 
shorter time, not less than thirty days or any extensions thereof, as shall be 
fixed by the Commissioner of Patents in writing to the applicant after an 
action therein, of which notice shall have been given to the applicant, they shall 
be regarded as abandoned by the parties thereto, unless it be shown to the 
satisfaction of the Commissioner of Patents that such delay was unavoidable. 
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pending patent applications may be withheld from issue when such 
applications contain matter the disclosure of which would be prej- 
udicial to the national defense. 


The Three Year Act* 


This Act® is pertinent only because of its last two sentences which 
were added in 1916.° This portion of the Act has continually re- 
mained in effect, without change, since its original enactment. These 
two sentences are extremely limited in scope since they apply only 
to patent applications owned by the government. This Act, from 
the end of the last World War until the recent enactment of Public 
No. 700, has provided the only procedure whereby patent applica- 
tions could be filed in the Patent Office on secret military and naval 
inventions and yet be withheld from issue as a patent until such time 
as it was no longer necessary to keep the inventions secret. 


The procedure followed under the Three Year Act is substantially 
as follows: An assignment of the application to the government is 
first necessarily obtained since under the statute, the application, to 
be placed under the provisions of the Act, must become the property 
of the government. Upon the receipt of a request from the head’ 
of a department of the government, accompanied by a certification by 
such official that the invention disclosed in the application is impor- 
tant to the armament or defense of the United States, and the assign- 
ment of the application to the government, the Commissioner of Pat- 
ents places the application under the provisions of the Act. The 
application is then prosecuted toward allowance in the same manner 
as other applications pending in the Patent Office, except that a period 
of three years is allowed after each Patent Office action for a response 
before the application is regarded as abandoned. By the use of the 
above procedure, the application may be kept pending, and hence 


No application shall be regarded as abandoned which has become the property 
of the government of the United States and with respect to which the head 
of any department of the government shall have certified to the Commissioner 
of Patents, within a period of three years, that the invention disclosed therein 
is important to the armament or defense of the United States. Within ninety 
days, and not less than thirty days, before the expiration of any such three- 
year period, the Commissioner of Patents shall, in writing, notify the head of 
the department interested in any pending application for patent, of the approach- 
ing expiration of the three-year period within which any application for patent 
shall have been pending. R. S. § 4894; Mar. 3, 1897, c. 391, § 4, 29 Stat. 693; 
July 6, 1916, c. 225, §1, 39 Stat. 348; Mar. 2, 1927, c. 273, §1, 44 Stat. 1335; 
Aug. 7, 1939, c. 568, 53 Stat. 1264, 35 U. S. C. Supp. V § 42 (1939). 

4 So-called because three years are allowed for a response to each Patent 
Office action before the application is considered abandoned. 


5 Supra note 3. 
6 Act of July 6, 1916, c. 225, § 1. 
7 Usually the Secretary of War or the Secretary of the Navy. 
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secret, for a long period, or even indefinitely,* until such time as the 
necessity for keeping the invention secret no longer exists. All ap- 
plications placed under the Act are prosecuted by government at- 
torneys. An irrevocable power of attorney to prosecute is obtained 
in each case, although it is often the practice to permit the attorney 
of the assignor of the application to the government to prosecute it 
through the government attorney of record. 

The applications placed under the provisions of this Act are in- 
variably classified and maintained as secret or confidential matter 
by the head of the government department concerned. Many of 
these applications cover inventions made under secret Army or Navy 
developmental contracts. It is understood that the Patent Office 
also takes special steps toward safeguarding the secrecy of such ap- 
plications. 

Each application is carefully considered before being placed under 
the Act and when the necessity for its being kept secret no longer 
exists, it is removed from the provisions of the Act and allowed to 
issue as a patent, if it contains patentable matter. A number of pat- 
ents have issued on applications that were prosecuted under the Three 
Year Act and were subsequently released. The patentee, as in the 
case of any other patent application, receives the full seventeen year 
period of patent protection commencing with the date of issuance 
of the patent. 

No case has been found in which the validity of a patent, which 
issued from an application formerly placed under the Three Year 
Act, has been questioned because of its prosecution under the Act. 
There is no room for a suggestion that the validity of such a patent 
would be open to question on such ground. There is provided no 
extension of the patent monopoly. The patent was delayed in issu- 
ance for the benefit of the government, not the patentee. 


Public No. 700 


This Act,® which is currently effective in time of peace, is a modi- 
fication of two almost identical war-time statutes, passed on the same 
day.2° One*™ of these Acts was included in the World War Trad- 


8 Mr. MANN. This extends the application for 3 years, or does something 
for 3 years? 

Mr. SHERLEY. This extends the application indefinitely, provided within 
3 years a statement is made by the department that it is in the interest of na- 
tional defense. 53 Conc. Rec. 9505 (1916). 

® Supra note 2. 

10 Oct. 6, 1917. 

11§ 10 (i). Whenever the publication of an invention by the granting of a 
patent may, in the opinion of the President, be detrimental to the public safety 
or defense, or may assist the enemy or endanger the successful promotion of 
the war, he may order that the invention be kept secret and withhold the grant 
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ing with the Enemy Act and granted to the President certain powers 
which the other’? reserved to the Commissioner of Patents. The 
two Acts were administered in exactly the same manner. The Trad- 
ing with the Enemy Act might be regarded as effective only dur- 
ing the World War’; the other Act was effective only when the 
United States was at war. 

The currently effective. Public No. 700 differs from these earlier 
Acts in several particulars: (1) It is effective in time of peace for 
a period of only two years from July 1, 1940, (2) it permits the 
Commissioner of Patents to order the invention to be kept secret 
and withhold the application from issue for such period or periods 
as in his opinion the national interest requires, limited, of course, by 
the two year period of effectiveness of the Act, while under the war- 
time statutes, orders of secrecy were effective until the termination 
of the war, (3) it penalizes publication, disclosure and foreign filing 
while the earlier Acts did not expressly penalize disclosure but only 
publication and foreign filing, (4) provision is made to compensate 
the applicant for government use without suit in the Court of Claims, 















of a patent until the end of the war: Provided, That the invention disclosed 
in the application for said patent may be held abandoned upon it being estab- 
lished before or by the Commissioner of Patents that, in violation of said 
order, said invention has been published or that an application for a patent 
therefor has been filed in any other country, by the inventor or his assigns or 
legal representatives, without the consent or approval of the commissioner or 
under a license of the President. 

When an applicant whose patent is withheld as herein provided and who 
faithfully obeys the order of the President above referred to shall tender his 
invention to the Government of the United States for its use, he shall, if he 
ultimately receives a patent, have the right to sue for compensation in the 
Court of Claims, such right to compensation to begin from the date of the use 
of the invention by the government. (Oct. 6, 1917, c. 106, § 10, 40 Stat. 420; 


Mar. 10, 1928, c. 167, §19.) (Trading with the Enemy Act, Act of Oct. 6, 1917, 
c. 106, § 10, 40 Stat. 420.) 


12 Whenever during a time when the United States is at war the publication 
of an invention by the granting of a patent might, in the opinion of the Com- 
missioner of Patents, be detrimental to the public safety or defense or might 
assist the enemy or endanger the successful prosecution of the war, he may 
order that the invention be kept secret and withhold the grant of a patent until 
the termination of the war. The invention disclosed in the application for said 
patent may be held abandoned upon it being established before or by the com- 
missioner that in violation of said order said invention has been published or 
that an application for a patent therefor has been filed in a foreign country by 
the inventor or his assigns or legal representatives, without the consent or ap- 
proval of the Commissioner of Patents, or under a license of the Secretary of 
Commerce as provided by law. 

When an applicant whose patent is withheld as herein provided and who faith- 
fully obeys the order of the Commissioner of Patents above referred to shall 
tender his invention to the Government of the United States for its use, he 
shall, if and when he ultimately receives a patent, have the right to sue for 
compensation in the Court of Claims, such right to compensation to begin from 
date of the use of the invention by the government. (Act of Oct. 6, 1917, c. 95, 
40 Stat. 394.) 


18 35 U. S. C. A. 754” (1940). 
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and (5) provision is made to compensate an applicant for damages 
accruing from the order of secrecy even though his invention was 
not used by the government. In other respects, such as, for example, 
permitting suit in the Court of Claims for government use of the in- 
vention accompanied by a tender, the current Public No. 700 and 
the earlier acts are identical. 

It is understood that the following procedure is substantially fol- 
lowed under Public No. 700: Each primary examiner examines all 
pending applications in his division in order to determine if such 
have any bearing on national defense, and submits to a committee 
formed within the Patent Office all applications the publication or 
disclosure of which might be detrimental to the national defense. 
The Patent Office Committee, if it concurs with the primary examin- 
er, makes those applications available for examination by a committee 
of experts appointed by the Secretary of War and the Secretary 
of the Navy to act as advisers to the Commissioner of Patents. If 
this Army-Navy Committee considers that the publication or dis- 
closure of any of the applications referred to it would be detrimental 
to the national defense, it so advises the Commissioner, through the 
Patent Office Committee, and the Commissioner of Patents issues 
an order** of secrecy on the particular application. The application 


14 The following form is currently in use: 
DEPARTMENT OF COMMERCE 
Unitep States PATENT OFFICE 
WASHINGTON 


NOTICE 
, his assignees, 
heirs, and any and all agents: 

Under the provisions of the Act of October 6, 1917 (Public No. 80) as 
amended July 1,:1940 (Public No. 700), you are hereby notified that your 
application as above identified has been found to contain subject matter, dis- 
closure of which might be detrimental to the public safety or defense, and 
you are hereby ordered to in nowise publish and disclose the invention or 
disclosure of said application, but to keep the same secret (except by writ- 
ten permission first obtained of the Commissioner of Patents), under penalty 
of the invention being held abandoned. This application must be prosecuted 
under the Rules of Practice until a notice is received from the office that 
the case is in condition for allowance. Such notice closes the prosecution 
of the case, except under provisions similar to those set forth in Rule 78. 
Furthermore, if previously allowed and now withdrawn the prosecution of 
the case is likewise closed. When the application is in condition for allow- 
ance it will be withheld from issue during such period or periods as the 
national interest requires. 

This order should not be construed in any way to mean that the gov- 
ernment has adopted or contemplates adoption of the alleged invention dis- 
closed in this application, nor is it any indication of the value of such in- 
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affected by such order of secrecy is prosecuted toward allowance in 
the same manner as any other pending application, but after reaching 
the allowance stage, a patent is not permitted to issue thereon as 
long as the application remains under the provisions of the Act. 

The above procedure was also substantially followed during the 
last World War under the provisions of the earlier Acts, except 
that the Army-Navy Committee was permitted free access to all 
pending applications in the Patent Office, not only to prevent the issue 
of applications the publication of which would be detrimental to the 
national defense, but also with a view of culling the pending appli- 
cations for inventions which might be useful in the prosecution of 
the war. The present Army-Navy Committee does not have free 
access to the applications pending in the Patent Office but examines 
only those applications referred to it. Some of these applications un- 
doubtedly disclose inventions of military value which in the interest 
of national defense it is desirable to keep secret, and in such case the 
Army-Navy Committee makes a recommendation to that effect to 
the Commissioner of Patents. 

A number of pending applications were placed under the provi- 
sions of the earlier Acts and certain of these applications subsequently 
issued into patents after the order of secrecy was rescinded. Suit 
was brought in the Court of Claims on several of these patents, as 
provided in the Acts. In view of the similarity of the rights created 
under the present Public No. 700 and those created under the earlier 
Acts as regards suit in the Court of Claims for use by the govern- 
ment of the invention claimed in the patent, the pertinent holdings 
in the decisions of the Court are discussed herein. 

While in the ordinary suit for patent infringement in the Court 
of Claims, no recovery can be had for government use prior to the 
date of issue of the patent, these Acts provided for recovery for 
government use “to begin from the date of the use of the invention 
by the government,” or, in other words, before the patent has issued, 
provided the proper conditions precedent are fulfilled. There is no 


vention. It is recommended that you tender this invention to the govern- 
ment of the United States by communicating with the 
Department. 
Commissioner. 

Substantially the same form was used in the World War. The World 
War form called the attention of the applicant to the co-effective provision 
of the Trading With the Enemy Act, but did not recommend that the ap- 
plicant tender his invention to the appropriate government department. The 
wording of the World War form confined the effectiveness of the order of 
secrecy “during the period of the present war.” The World War form ex- 
pressly ordered the applicant “to in nowise publish the invention or dis- 
close the subject matter of said application, except that the invention may 
be disclosed to officials of the War and Navy Departments of the United 
ee 
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authority for suing under the Acts where the Commissioner of Pat- 
ents has not ordered the invention to be kept secret.’* The fact that 
an inventor voluntarily maintained secrecy with regard to his in- 
vention during war-time is not enough.’® The statute clearly con- 
templates a real tender, i.e., the bringing to the attention of the gov- 
ernment the essential facts with reference to the invention so that 
subsequent use of the invention may prevail with knowledge of li- 
ability for the same.’’ The disclosure to the War or Navy Depart- 
ment of plans, designs and specifications of a device for the manu- 
facture of which plaintiff was subsequently awarded a governmental 
contract, is not a sufficient tender to the government under the Act, 
where such disclosures were made before an order of secrecy was 
issued on a patent application covering the device, and where, at the 
time the disclosures were made, the idea of user in response to a ten- 
der does not appear to have been within the contemplation of the par- 
ties. The Act expressly required a tender and a subsequent use 
by the government before the right to sue for compensation attached.*® 
Disclosing the application to a government contractor and sub-con- 
tractor, and through their intervention receiving governmental ap- 
proval to substitute the invention disclosed in government contracts, 
is manifestly too indirect to warrant a conclusion that plaintiff, act- 
ing for himself, really tendered or intended to tender the invention 
to the government.*° Where an applicant tenders to the government 
an application allowed but withheld from issue under the Act by 
reason of an order of secrecy, and the applicant, after the order is 
rescinded, permits the application to become forfeited and later ob- 
tains a patent with broadened claims upon a renewal of the original 
application, he cannot render the government liable for infringement 
of the broadened claims prior to the renewal of the application.”* 
It is not a condition precedent to recovery in the Court of Claims 
that the application be allowed before the order of secrecy is re- 
scinded, nor is the Commissioner of Patents required to wait until 
he ascertains the issue of patentability before enjoining the applicant 
to secrecy.2* Where the Commissioner of Patents grants the appli- 


15 Rodman Chemical Co. v. United States, 65 Ct. Cl. 39 (1928); cert. den., 
277 s - 592, 48 Sup. Ct. 598, 73 L. ed. 1004 (1928). 

16 [bid, 

17 Ordnance Engineering Corp. v. United States, 68 Ct. Cl. 301 (1929); 
_— opinion affirming previous judgment and opinion, 73 Ct. Cl. 379 
(1931). 

18 Jd. at 358. 

19 Zeidler v. United States, 61 A. Cl. 537 (1926); cert. den., 273 U. S. 724, 
47 Sup. Ct. 236, 71 L. ed. 860 (1926). 

20 Jd. at 556. 

21 Gathmann v. United States, 71 Ct. Cl. 680 (1931). 

22 Allgrun v. United States, 67 Ct. Cl. 1 (1929). 


6 
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cant permission to disclose the invention to certain firms working 
on Army orders and, through no fault of applicant’s, the invention 
gets into the hands of other domestic armament manufacturers, such 
is not a violation of the order of secrecy.** Where the government 
has used the invention prior to tender by the applicant and continued 
to use it thereafter, the inventor, if and when a patent issues, is en- 
titled to recover from the government for use from the date of com- 
mencement of such use.** Furthermore, a patentee making tender 
and otherwise complying with the Act, may recover damages in a 
suit in the Court of Claims even though the invention was used only 
by contractors in connection with government contracts, such con- 
tractors not being required to use the process invented.”® 

The only reported case involving these earlier Acts which was 
not a suit in the Court of Claims is the case of In re Haskell.?* 
This case involved an appeal from an order of the Commissioner of 
Patents rejecting two claims of a pending patent application, upon 
which, during the World War, an order of secrecy was issued by 
the Commissioner of Patents under the provisions of the Trading 
with the Enemy Act.** Among other reasons for reversing the order 
of the Commissioner rejecting the claims in suit, the court held that 
the fact that the order of secrecy was issued was evidence that ap- 
plicant had made a valuable discovery and that “this action (of issu- 
ing the order of secrecy) would not have been necessary had the 
Gardner disclosure**® really anticipated this invention.” It appears 
that the court in this case was misled as to the true meaning and 
purpose of the order of secrecy. The order expressly stated that it 
was no indication of the value of the invention.?® In addition, the 
order of secrecy may have been issued very early in the prosecution 
of the application, even before the first Patent Office action on the 
merits of the application. Again, the order of secrecy may have 
been issued, not because the application disclosed a new invention, 
but because it disclosed old matter in a form then being used by 
the military or naval forces which it was desired to keep secret for 
reasons of national defense. In view of the foregoing, it clearly 
appears that the mere fact that an order of secrecy was issued on 


23 Id. at 35 to 37. 

24 Id. at 44. 

25 Jd. at 45 to 48. The evidence shows, however, that the War Department 
had full knowledge of, acquiesced in, and even encouraged the use of the in- 
vention by government contractors, and that its use saved the government both 
time and money on cost plus contracts. 

26 278 Fed. 326 (App. D. C. 1922). 

27 Supra note 11. 

28 A British patent cited by the Commissioner of Patents as disclosing the 
“broad idea” of applicant’s claims. 

29 Supra note 14. 
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an application is no indication of the value or patentability of the 
matter disclosed therein. 

Public No. 700 vests the power to issue the order of secrecy solely 
in the Commissioner of Patents. It is understood, however, that 
this official generally follows the recommendation of the Army-Navy 
Advisory Committee in issuing such orders. It is the practice of 
this committee to recommend withholding from issue only those 
applications, the publication or disclosure of which would clearly 
prejudice the national defense. Applications which disclose secret 
military devices now being used by the Army and Navy, or secret 
devices projected for use in the near future, fall into this category. 
Applications not disclosing secret devices now used but which disclose 
other devices which would clearly suggest to one skilled in military 
matters such secret devices as are now in current use by the Army 
and Navy, are generally recommended for secrecy. But where the 
application discloses a device, process, etc., of possible military value, 
but which is unlikely to be adopted by the Army or Navy, recom- 
mendation is usually made that the application be permitted to issue 
in due course. While the Army-Navy Committee is vigilant to rec- 
ommend secrecy in a proper case, it is nevertheless circumspect in its 
recommendations, since every application placed under the Act cre- 
ates a potential claim against the government. 

In addition to permitting suit in the Court of Claims, where the 
proper conditions are fulfilled, for government use of an invention 
upon which an order of secrecy has been issued, Public No. 700 
provides an alternative method of compensation for such use by the 
government, t.e., by agreement between the applicant and the Secre- 
tary of War, the Secretary of the Navy or the chief officer of any 
established defense agency of the United States. This provision of 
the Act permits an applicant to receive compensation for government 
use of his invention without the necessity of an expensive and often- 
protracted suit in the Court of Claims. It would also appear that, 
in a proper case, compensation may be paid to the inventor under 
this provision while the application is still pending, and the invention 
still under an order of secrecy, in full settlement for government use 
of such invention. While this provision might appear novel and 
extraordinary, it is actually not, for it not infrequently occurs that 
an agency of the government purchases a license under a pending 
application having allowed or allowable claims therein. 

But, in another respect, this Act does provide a means of compen- 
sation for an applicant on whose invention an order of secrecy has 
been issued, above and beyond that provided in the earlier Acts. 
Public No. 700 provides that he may be compensated by the Secre- 
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tary of War, the Secretary of the Navy, or the chief officer of any 
established defense agency, as a result of an agreement, in full set- 
tlement and compromise for the damage accruing to him by reason 
of the order of secrecy, whether or not his invention is ever used by 
the government.*® Such damage might result from his loss of the 
immediate right to apply for foreign patents. It might also result 
from his loss of the right to sue infringers other than the govern- 
ment, provided the application reaches the allowance stage and is 
still withheld from issue by reason of the order of secrecy. It would 
appear that such damage would have to be actual and not merely 


conjectural before compensation could properly be awarded under 
this provision. 


While, if the applicant considers the compensation offered by the 
prescribed officials in full settlement for governmental use of his 
invention to be inadequate, he can refuse such, and resort to suit 
in the Court of Claims if and when a patent issues on his application, 
it appears that the decision of these officials is final and not review- 
able by the Courts as to any compensation offered the applicant in 
settlement for damage resulting from the order of secrecy, other than 
that arising from use by the government.** Public No. 700 makes 


80 Mr. Rico.—Will the gentleman explain the bill? 

Mr. LANHAM.—I shall be glad to. 

This is a bill unanimously reported by the Committee on Patents, a bill which 
is very important in the matter of our national defense, and it is desired by both 
the War Department and the Navy Department for that purpose. Our present 
patent laws provide that in time of war applications for patents on inventions 
that have peculiar application to national defense may be kept secret in order 
that those inventions may not become available to foreign governments. The 
provision of this bill is for a period of two years to permit and authorize the 
keeping of inventions and applications therefor secret if they, in the judgment 
of the War Department and the Navy Department, are needed for our national 
defense. 

In the protection of the inventor the bill goes further than the law has here- 
tofore gone in this regard. The former law provided that there should be no 
compensation whatever to the inventor making the application until his inven- 
tion actually was used. This bill protects the inventor by making provision for 
compensation in case his invention is useful for national defense but is held 
secret in order that it may not become known to foreign governments. 

* * * 


Mr. CuurcH.—Will the gentleman point out to me the language in this final 
bill, H. R. 10058, whereby if an inventor’s idea is not used by the government 
he at any time gets paid for his invention? 

Mr. LANHAM.—He gets it in the proviso on page 2, beginning in line 16, 
which reads as follows: 

Provided, That the Secretary of War or the Secretary of the Navy or 
the chief officer of any established defense agency of the United States, as 
the case may be, is authorized to enter into an agreement with the said 
applicant in full settlement and compromise for the damage accruing to him 
by reason of the order of secrecy, and for the use of his invention by the 
government. 86 Conc. Rec. 12725-6 (1940). 


81 Mr. Cuurcu.—In other words, there is merely authority in this bill for 
the Secretary of the Navy and the Secretary of War to enter into agreement 
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provision for a suit in the Court of Claims for government use of 
the invention disclosed in the application, but makes no provision 
for suit in that court where the invention is not used by the govern- 
ment. 


Summary and Comparison 


Considered from the viewpoint of effectiveness in preventing the 
disclosure of inventions important to the national defense, Public 
No. 700* is to be preferred to the Three Year Act. There is listed 
below in tabular form those features of the two Acts which, when 
compared, lead to the conclusion just stated. 


A. Public No, 700 


. Threatened enforced abandonment and denial of the right 
to sue are effective deterrents both against disclosure and 
foreign filing. 

. The Act is much broader in scope than the Three Year 
Act and covers applications for all inventions, the disclo- 
sure of which, in the opinion of the Commissioner of Pat- 
ents, would be detrimental to the public safety or defense. 

. Every pending application in the U. S. Patent Office is 
scrutinized to determine whether or not it should be placed 
under the provisions of the Act. 


B. The Three Year Act 


. The Act is applicable only to those applications owned by 
the government. 


. Only those inventions of which the national defense es- 
tablishments have knowledge can be placed under the Act. 


with him, but this bill gives the Patent Commission and the Secretaries of the 
Navy and of War the power to shelve the invention for a period of 2 years. 
It is because of this far-reaching effect of the bill that I am opposed to its 
passage by unanimous consent on this calendar, and the gentleman is acquainted 
with my feeling in the matter. 

Mr. LANHAM.—Quite so. 86 Conc. Rec. 12726 (1940). 


(The bill was subsequently passed by the House of Representatives without 
further amendment. ) 


32 If enacted as permanent legislation, or extended until the end of the present 
emergency. Viewed as temporary legislation, the effectiveness of this Act is 
considerably weakened, since upon its expiration 


1. The Commissioner of Patents can no longer issue additional orders 
of secrecy. 

2. The orders of secrecy previously issued will automatically become un- 
forceable. 
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. The Act itself provides no effective deterrent against 
disclosure or foreign filing by the assignor to the govern- 
ment.**: *4 

. The domestic prosecution of the application is in the 
hands of the government. 


It also appears that Public No. 700 is more effective than the 
Three Year Act in safeguarding the rights of inventors. This state- 
ment clearly follows if the following aspects of the two Acts are 
compared. Under either Act the applicant receives the full seventeen 
year period of patent protection if and when he receives a patent. 


C. Public No. 700 


. The inventor or applicant retains title to the application, 
as well as complete control of its prosecution to allowance. 

. An application placed under the Act is prosecuted to al- 
lowance in the same manner as any other pending ap- 
plication. 

. Provision is made to compensate the inventor for govern- 
ment use either (a) as a result of negotiation, or (b) by 
suit in the Court of Claims. 

. Provision is made to compensate the inventor for dam- 
age resulting from the order of secrecy. 


D. The Three Year Act 


. The title to the application is assigned to the government 
and government attorneys have full power to prosecute 
the application. 

. The prosecution is delayed and is often extended over a 
long period. 

. No provision is made to compensate the applicant or as- 
signor for government use while the application is pend- 
ing, or for other damage, except as the assignment may 
provide. 


Where a choice exists, it appears, in view of the foregoing, that 
applications will henceforth generally be placed under the provisions 


33 But the assignment may contain covenants by the assignor that he will 
maintain the invention secret and refrain from filing foreign applications thereon. 

34 It appears, however, that the willful disclosure of any invention relating to 
the national defense to a person not entitled to receive such disclosure, or the 
filing of a patent application on such invention in a foreign country where the 
applicant has reason to believe such filing will be to the injury of the United 
States or to the advantage of the foreign country, may be a violation of the 
Espionage Acts. 40 Stat. 217, 50 U. S. C. §31 (d); Act of June 15, 1917, c. 30, 
tit. i Re and 40 Stat. 218, 50 U. S. C. § 32, Act of June 15, 1917, c 30, 
7. 3, . 
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of Public No. 700, and that the Three Year Act will now be less 
extensively employed than during the period from the end of the 
last World War until July 1, 1940** when it was the only procedure 
whereby patent applications could be filed on secret military and 
naval inventions and these applications withheld from issue as pat- 
ents as long as the public interest required. 


TRENDS AND RECOMMENDATIONS 


Due to the importance of strategic materials in modern warfare 
and the effectiveness of the blockade in cutting off normal sources 
of supply of such materials, inventions covering substitute materials 
and processes for making more efficient use of the strategic ma- 
terials available have an ever-increasing importance in modern war- 
fare, and are often far more important to a belligerent than most 
inventions of a purely military nature. For this reason it appears 
that Public No. 700 ought logically to be extended to cover not only 
inventions of a military nature, but also important inventions on 
strategic materials and substitutes therefor which, if made available 
to a possible enemy, would be prejudicial to the public safety or de- 
fense of the United States. While it does not definitely appear from 
the discussion in Congress that it was the intent of that body that 
Public No. 700 should be so broadly construed, such a construction 
is logically inferable both from the wording of the Act granting 
the broad power of issuing the order of secrecy to the Commissioner 
of Patents, and from the basic purpose*® of the Act. The only rea- 
son for questioning the soundness of such broadened construction 
is that Congress definitely intended that the Commissioner of Pat- 
ents, in issuing the orders of secrecy, should have available the advice 
of qualified representatives of the War and Navy Department,*’ and 
these departments, while they have in recent years become interested 
in the supply of strategic materials, are primarily interested in purely 
military and naval inventions. 


The following recommendations appear advisable, in view of the 
foregoing : 


1. Public No. 700 should be enacted as permanent legislation, or 
should at least be extended until the end of the present emergency. 

2. Public No. 700 should be amended: if necessary, to expressly 
cover important inventions on strategic materials and their substitutes. 


HENRY Bruton. 
35 When Public No. 700 was approved by the President, 


38 Supra note 30. 
37 [bid. 
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BINDING EFFECT OF INTERMEDIATE STATE CouRT DECISIONS ON 
FEDERAL CourRTS 


On December 9, 1940, the United State Supreme Court handed 
down three decisions' which apparently resolve a question generated 
by its holding in the landmark case of Erie Railroad v. Tompkins.? 
Without dissent,* it reversed judgments of the Circuit Courts of 
Appeals which had failed to follow decisions of inferior state courts 
as being determinative of state law. The highest state courts never 
had passed on the questions raised. 

The first of these, West v. American Telephone & Telegraph Com- 
pany, was a suit by a remainderman for the recovery of stock alleged- 
ly transferred by the company without notice to the transferee of the 
remainderman’s interest. The petitioners were successful in the trial 
court,* but the judgment was reversed in the Cuyahoga County Court 
of Appeals, on the grounds that under Ohio law a demand and re- 
fusal must be alleged and proved as a prerequisite to recovery.° The 
Ohio Supreme Court denied a motion for review. Later a demand 
was made and refused, and the petitioners brought suit in the fed- 
eral court for the Northern District of Ohio, which found that this 
was a new cause of action, not barred by the statute of limitations or 
laches since it did not accrue until demand and refusal, and gave 
judgment accordingly for the petitioners. On appeal, the Circuit 
Court of Appeals for the Sixth Circuit reversed the lower court, 
holding that it was not bound by the Ohio court’s ruling, and that in 
its opinion a demand and refusal were not necessary. Therefore the 
suit was barred by the statute of limitations and laches.® 

In reversing the Circut Court’s decision, Mr. Justice Stone said: 


A state is not without law save as its highest court has de- 
clared it. There are many rules of decision commonly accepted 
and acted upon by the bar and inferior courts which are never- 
theless laws of the state although the highest court of the state 
has never passed upon them. In those circumstances a federal 
court is not free to reject the state rule merely because it has not 


1 West v. American Telephone & Telegraph Company, No. 44; American 
Telephone & Telegraph Company v. West, 61 Sup. Ct. 179 (U. S. 1940); 
Fidelity Union Trust Company v. Field, 61 Sup. Ct. 176 (U. S. 1940); Six 
Companies of California v. Joint Highway District No. 13, 61 Sup. Ct. 186 
(U. S. 1940). 

2 304 U. S. 64, 58 Sup. Ct. 817, 82 L. ed. 1188 (1938). 

3In the West case, Mr. Justice Roberts concurred on the point under dis- 
cussion, but thought the court erred in reversing the judgment of the Circuit 
Court, on the ground that it was supported by Ohio decisions. 

4 Cuyahoga County Court of Common Pleas. 

5 West v. American Telephone & Telegraph Co., 54 Ohio App. 369, 7 Ohio 
Op. 363 (1934). 

6108 F. (2d) 347 (C. C. A. 6th, 1939). 
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received the sanction of the highest state court, even though it 
thinks the rule is unsound in principle or that another is pref- 
erable. 

In Field v. Fidelity Union Trust Company,’ the Circuit Court of 
Appeals had held that a New Jersey statute purporting to authorize 
tentative bank deposit trusts was clearly effective. Two earlier deci- 
sions® of the New Jersey Chancery Court had held its language to 
be confused and ambiguous and consequently of no force under the 
Constitution of New Jersey, which commands that statutes be clear 
and unambiguous. The act had been passed in 1932, and the two state 
decisions had not been reviewed by the highest court of New Jersey, 
nor had that court had any other occasion to consider it. 

In the opinion of Mr. Chief Justice Hughes it is pointed out that 
a federal court is not free to disregard the construction and effect 
given by a state to its own statute; such construction and effect are 
evidenced by appropriate judicial action; and: 

That judicial action in this instance has been taken by the 


Chancery Court of New Jersey and we have not other evidence 
of the state law in this relation. 


The same rule was applied in reversing the Circuit Court’s decision 
in Six Companies of California v. Joint Highway District No. 13.° 


There the lower court had refused to follow a decision *® of a Dis- 
trict Court of Appeals in California, holding that a liquidated dam- 
ages provision in a highway construction contract applies only to de- 
lay in performance, and not to the time elapsing after the contract has 
been abandoned. 

In the language of the Chief Justice: 


The decision in the Sinnott case was made in 1919. We have 
not been referred to any decision of the Supreme Court of Cali- 
fornia to the contrary. We thus have an announcement of the 
state law by an intermediate appellate court in California in a 
ruling which apparently has not been disapproved, and there is 
no convincing evidence that the law of the State is otherwise. 


As the Supreme Court held in each of the above cases that the 
rule of the Erie case applied, it may be said to have settled the ques- 
tion of the meaning of the words highest court as used by Mr. Jus- 
tice Brandeis in that opinion."* It is obvious from the language of 


7108 F. (2d) 521 (C. C. A. 3d, 1939). 

8 Thatcher v. Trenton Trust Company, 119 N. J. Eq. 408, 182 Atl. 912 
(1936); Travers v. Reid, 119 N. J. Eq. 416, 182 Atl. 908 (1936). 

9110 F. (2d) 620 (C. C. A. 9th, 1940). 

10 Sinnott v. Schumacher, 45 Cal. App. 46, 187 Pac. 105 (1919). 

11 Said Mr. Justice Brandeis, “Whether the law of the state shall be declared 
by its legislature in a statute or by its highest court in a decision is not a mat- 
ter of federal concern. There is no federal general common law.” 
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the Circuit Judges that they believed those words were intended to 
apply in a literal sense; and while acknowledging the binding effect 
of that decision upon themselves, they felt free to exercise independ- 
ent judgment where the precise question had not come under the 
scrutiny of the supreme state authority. 

Since the West and Field cases involved construction of state stat- 
utes, they might well have been decided without reference to the Erie 
case. For, prior to that decision, and while Swift v. Tyson *? was 
still the settled, if much criticised rule,1* it had long been assumed 
that federal courts were bound by decisions of the highest state courts 
involving the construction and effect of state statutes and those con- 
cerning purely local law, especially rules of property.* The Erie 
case could have been interpreted, then, as simply casting all other 
questions of state law into that category, and this indeed seems to 
have been the meaning attached to it by the lower courts in the above 
cases, when they felt free to overrule the decisions of inferior state 
courts. 


There is ample authority to support a rule that federal courts 
should not be bound by decisions of intermediate state courts, if this 
view of the Erie case is taken.’® A review of the cases on the point 


1216 Pet. 1, 10 L. ed. 865 (U. S. ry 


13 Field, J., dissenting in B. & O. Co. v. Baugh, 149 U. S. 368, 394, 135 
Sup. Ct. 914, 924, 37 L. ed. 772, 783 (i893). 


14 Polk’s Lessee v. Wendal, 9 Cranch 87, 3 L. ed. 665 (U. S. 1815); Thatch- 
er v. Powell, 6 Wheat. 119, 5 L. ed. 221 (U. S. 1821); Elmendorf v. Taylor, 
10 Wheat. 152, 6 L. ed. 289 (U. S. 1825); Shelby v. Guy, 11 Wheat. 361, 
6 L. ed. 495 (U. S. 1826); Radin v. Commissioner of Internal Revenue, 33 F. 
(2d) 39 (C. C. A. 3d 1929); See Gardner v. Collins, 2 Pet. 58, 7 L. ed. 347, 
356 (U. S. 1829); Cf., Pease v. Peck, 18 How. 595, 15 L. ed. 518 (U. S. 
1855); Burgess v. Seligman, 107 U. S. 20, 2 Sup. Ct. 10, 27 L. ed. 359 (U. S. 
1883) ; Oakes v. Mase, 165 U. S. 363, 17 Sup. Ct. 345, 41 L. ed. 746 (1897). 

15 Beals v. Hale, 4 How. 37, 11 L. ed. 865 (U. S. 1846); Anglo-American 
Land Co. v. Lombard, 132 Fed. 721 (C. C. A. 8th, 1904); State Trust Co. v. 
Kansas City P. & G. R. Co., 129 Fed. 455 (C. C. W. D. Mo. 1904); Federal 
Lead Co. v. Swyers, 161 Fed. 687 (C. C. A. 8th, 1908) ; Continental Securities 
Co. v. Interborough R. T. Co., 165 Fed. 945 (C. C. A. 2d, 1908); Westerlund 
v. Black Bear Mining Co., 203 Fed. 599 (C. C. A. 8th, 1913); Im re Gary, 
281 Fed. 218 (S. D. Tex., 1922); U. S. Tel. Co. v. Central Union Tel. Co., 
202 Fed. 66 (C. C. A. 6th, 1913); Irving Nat. Bank v. Law, 9 F. (2d) 536 
(C. C. A. 2d, 1925); Hudson v. Maryland Casualty Co., 22 F. (2d) 791 (C. C. 
A. 8th, 1927); Graham v. White-Phillips Co., 296 U. S. 27, 56 Sup. Ct. 21, 
80 L. ed. 20 (1935); Cf., Westinghouse Air Brake Co. v. Kansas City So. R. 
Co., 137 Fed. 26 (C. C. A. 8th, 1905); Kuhn v. Fairmont Coal Co., 215 U. S. 
349, 30 Sup. Ct. 140, 54 L, ed. 228 (1910); In re F. & D. Co., 256 Fed. 73 
(C. C. A. 2d, 1919); Knight v. Atlantic Coast Line R. R. Co., 73 F. (2d) 76 
(C. C. A. 5th, 1934); Broderick v. American Gen. Corp., 71 F. (2d) 864 
(C. C. A. 4th, 1934); Damen & Jarvis Bldg. Corp. v. Mechanics Ins. Co., 83 
F. (2d) 793 (C. C. A. 7th, 1936); Hudson v. Moonier, 94 F. (2d) 132 (C. C. 
A. 8th, 1938) ; Security “+ Nat. Bank v. U. S., 103 F. (2d) 188 (C. C. A. 
9th, 1939). Contra: Erie R. R. v. Hilt, 247 U. S. 97, 38 Sup. Ct. 435, 62 L. ed. 
1003 (1918); Berlet v. Lehigh Valley Silk Mills, 287 Fed. 769 (C. C. A. 3d, 
1923) ; Fairchild v. Lohman, 13 F. (2d) 252 (W. D. Mo. 1926); North Phila- 





EDITORIAL NOTES 461 


indicates that in considering the effect to be given to such decisions, 
the federal courts have weighed the importance of the state tribunals, 
and the number and degree of unanimity of the decisions. In any 
event’ pronouncements of inferior state courts are acknowledged as 
persuasive authority. 

An example is the case of Erie Railroad v. Hilt ** cited in the Field 
case. This also involved the construction of a New Jersey statute. 
In following the ruling laid down by the Supreme Court of New 
Jersey in a previous case *” on the same point, Mr. Justice Holmes 
said : 

In view of the importance of that tribunal in New Jersey, al- 
though not the highest court in the state, we see no reason why 


it should not be followed by the courts of the United States even 
if we thought its decision more doubtful than we do. 


This decision has been generally followed in respect to rulings of 
the New Jersey Supreme Court ** and of the Superior Court of Penn- 
sylvania.’® 

In at least one instance, Jn re F. & D. Company,?® the Circuit 
Court of Appeals, while agreeing with the construction of a statute 
of New York by the New York Supreme Court, Special Term, 
pointed out that it did not feel bound by the rule of the Hilt case to 
adopt such a construction made by the trial judge of a state court. 
In other instances this court has refused to follow decisions of the 
New York Supreme Court and its Appellate Division in construing 
state statutes.”* 

In the Eighth Circuit it has been established that the Missouri 
Court of Appeals is not a tribunal of such stature as to compel obe- 
dience to its decisions on the part of federal courts.** A similar re- 


delphia Trust Co. v. Smith, 13 F. (2d) 585 (C. C. A. 3d, 1926); Masino v. 
West Jersey & S. S. R. Co., 41 F. (2d) 645 (C. C. A. 3d, 1930); Ex parte 
Zwillman, 48 F. (2d) 76 (C. C. A. 3d, 1931); Erie R. R. v. Duplak, 286 U. S. 
440, 52 Sup. Ct. 610, 76 L. ed. 1214 (1932); Blair v. Commissioner of Internal 
Revenue, 300 U. S. 5, 57 Sup. Ct. 330, 81 L. ed. 465 (1937); Taplinger v. 
Northwestern Nat. Bank, 101 F. (2d) 274 (C. C. A. 3d, 1938); Ruhlin v. 
New York Life Ins. Co., 304 U. S. 202, 58 Sup. Ct. 860, 82 L. ed. 1290 (1937) ; 
In re Wiegand, 27 F. Supp. 725 (S. D. Cal. 1939); Cf. Ankeney v. Hannon, 
147 U. S. 118, 13 Sup. Ct. 206, 37 L. ed. 105 (1893); In re Gilligan, 152 Fed. 
605 (C. C. A. 7th, 1906). 

16 Supra note 15. 
a v. Atlantic City & Shore R. R. Co., 82 N. J. L. 107, 81 Atl. 494 

18 North Philadelphia Trust Co. v. Smith; Masino v. West Jersey & S. S. 
R. Co., Erie R. R. v. Duplak, all supra note 15. 

19 Berlet v. Lehigh Valley Silk Mills, Taplinger v. Northwestern Nat. Bank, 
both supra note 15. 

20 Supra note 15. 

21 Irving Nat. Bank v. Law, Continental Securities Co. v. Interborough R. 
T. Co., both supra note 15. 

22 Anglo-American Land Co. v. Lombard, Federal Lead Co. v. Swyers, Hud- 
son v. Maryland Casualty Co., all supra note 15 





462 THE GEORGE WASHINGTON LAW REVIEW 


sult has been reached with respect to the Court of Civil Appeals in 
Texas.”* 


It has, of course, been recognized that some matters of state law, 
including the construction of statutes, never are passed upon by the 
highest state court, but over a period of years are settled beyond 
further doubt by a line of decisions in inferior courts. It is proper, 
then, for federal courts to accept such decisions as authoritative of 
the state law.** 

The line of decisions holding that federal courts should be free to 
depart from rulings of lower state courts is not without reason. 
Neither is that reason capricious’ nor necessarily in conflict with the 
letter or spirit of Erie Railroad v. Tompkins. It goes to the very 
nature of the federal system. 

In deciding a case where its jurisdiction is based solely upon the 
diversity of citizenship of the parties, is a federal court to be con- 
sidered a court foreign to the state in which it sits, and govern itself 
accordingly in its application of state law? Or is it to be regarded as 
taking the place, for the time being, of a comparable state court, hav- 
ing the same power, and subject to the same restrictions, in deter- 
mining what that law is? ** 

Clearly, the courts below in the cases under discussion believed 
their status was that of a state and not a foreign court. In the Cali- 
fornia case, the court said: 


Our position here, in a case where the point at issue has not 
been decided by the highest California court is that we have been 
substituted for the California Supreme Court as the appropriate 
court of appeal, and that it is our duty to apply the California 
law as the Supreme Court of the state would apply it on an 
appeal there. 


In the West case, there was an even more cogent reason for dis- 
regarding the Ohio decision. It was explained that both the Ohio 
judgment and that of the federal District Court were based on a mis- 


23 In re Gary, supra note 15. 
24 Shelby v. Guy, supra note 14. 


25 “Federal courts within a state are not courts of a foreign jurisdiction. 
They perform part of the judicial work of the state and administer its law as 
their own.” Green, The Law as Precedent, Prophecy, and Principle: State 
Decisions in Federal Courts (1924) 19 Itt. L. Rev. 217, 223. “This complete 
judicial power granted by the American people to the United States is not a 
power to echo any rule of state law, right or wrong, declared or made by a 
state court. It is an equal, complete, original and independent judicial power to 
declare or make the state law that rules the controversy at hand, using the same 
sources that a state court properly could use.” Schofield, Swift v. Tyson: Uni- 
formity of Judge-Made State Law in State and Federal Courts (1910) 4 Itt. 
L, Rev. 533, 538. To the same effect, see McCormick and Hewins, Emeee of 
“General” Law in the Federal Courts (1938) 33 ILL, L. Rev. 126, 135. 
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interpretation of a prior decision of the Circuit Court.** It would not 
be logical, it was said, to be bound by a state court’s erroneous hold- 
ing in such a situation. 

The Circuit Court believed in the Field case that the statute invoked 
was clear enough, and evidently had no doubt that in holding other- 
wise the New Jersey court had committed error which sooner or later 
would be corrected by the highest court of the state. Unlike Mr. Jus- 
tice Holmes, in the Hilt case, the court was convinced that the state 
ruling was wrong. 

There have been other cases decided in the Circuit Courts of 
Appeals in the past two years which have limited the rule of Erie 
Railroad v. Tompkins to decisions of the highest state courts.?" 

It is submitted that the soundness of the Erie case may be con- 
ceded, and that of these cases questioned, without inconsistency. Yet 
it is evidently the intention of the present Supreme Court to eradicate 
the influence of the federal courts in making state law. They do not 
sit in the place of state courts in diversity of citizenship cases under 
the rule laid down in these cases. The implication is that a single 
decision of the lowest court in a state hierarchy, regardless of its 
soundness and future effect upon other decisions within the state is 
a must as far as federal courts are concerned, if it is the only evi- 
dence available as to what the state law is. Thus the occasion for 


independent judgment on the part of a federal judge will arise only 
when there is no evidence whatever of the state rule, or when it is 
conflicting. 

Perhaps this is too sweeping an inference to be taken from these 
opinions. At one point in the opinion in the West case, Mr. Justice 
Stone says: 


Where an intermediate appellate state court rests its consid- 
ered judgment upon the rule of law which it announces, that is 
a datum for ascertaining state law which is not to be disregarded 
by a federal court unless it is convinced by other persuasive data 
that the highest court of the state would decide otherwise. 


This language hints at the possibility of future qualifications in the 
broad rule announced. The state courts involved in the instant cases 
were not without considerable importance and prestige. Perhaps state 
tribunals of less dignity would not be accorded the same respect. But 
federal courts will have to decide that at their own risk as cases arise. 


26 American Steel Foundries v. Hunt, 79 F. (2d) 558 (C. C. A. 6th, 1935). 

27 Buder v. N. Y. Trust Co., 107 F. (2d) 705 (C. C. A. 2d, 1939); Fox v. 
Mutual Benefit Life Ins. Co., 107 F. (2d) 715 (C. C. A. 8th, 1939); New 
York Life Ins. Co. v. Stoner, 109 F. (2d) 874 (C. C. A. 8th, 1940). The last 
named case awaits final decision, the United States Supreme Court having 
granted certiorari. 
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What “other persuasive data” would be sufficient reason for disre- 
garding a state decision is not suggested. For in the same opinion it 
is said that whether the highest court of the state may change the 
rule later remains a matter of conjecture; that therefore a federal 
court may not change it, even though it thinks the state supreme 
court will. It would seem, then, that nothing less than a conflicting 
state decision will suffice. 

It has been suggested the Erie Railroad v. Tompkins did not strip 
the federal courts of their power to create and mold state law, since 
they must necessarily determine what it is in order to apply it—that 
they are not to become mere “yes” men for the courts of the states.”* 
The instant cases’ however, may be indicative of a tendency on the 
part of the Supreme Court to accomplish that result. 

In the Erie case, Mr. Justice Brandeis referred to the injustice pro- 
duced by the rule of Swift v. Tyson in enabling an out-of-state lit- 
igant to obtain a different rule in a federal court from the one which 
would be applied in a state court. To a lesser degree the instant cases 
hold the seeds of a similar injustice: A bad state rule which has not 
been presented to the highest court, and which might probably be 
overruled if so presented, must be followed in the federal courts to 
the prejudice of a litigant who is estopped from arguing its merits.” 
A future change by the state court will afford small comfort to him, 
since he has been concluded by the automatic judgment of a United 
States court. It is conceded that such a situation will occur infre- 
quently, but abuses under the rule of Swift v. Tyson were also infre- 
quent, yet they brought about the Erie decision. 

It might be possible to obviate any such difficulty by legislation. 
It is considered essential to the preservation of our system that the 
United States Supreme Court have the final authoritative word on 
questions of federal law. To this end it has been given the power to 
review judgments of state supreme courts as well as those of federal 
courts. It seems a logical corollary that state supreme courts should 


28 Ellis, The Implications of Erie Railroad v. Tompkins (1939) 18 Ore. L. 
Rev. 304, 306. 


29 “Tt would seem that a federal court in diversity of citizenship cases should 
do what a court of the state whose law is applicable would do. If a party’s case 
is tried in a court of the state whose law is applicable he would have an oppor- 
tunity to argue that an unfavorable rule previously followed was erroneous or 
productive of injustice. If successful in persuading the court, the rule would not 
be followed when neither party had relied upon it. In a federal court he should 
have the same opportunity. Otherwise he will be denied a right which he 
would have had in a court of the state whose law is applicable.” Stimson, Swift 
v. Tyson—What Remains? (1938) 24 Corn. L. Q. 54. “If state judges make 
a decision which federal judges expect them to overrule, so clearly is it wrong, 
by what verbal jugglery can it be maintained that the federal judges are bound 
to enforce, because law of the state, what the state judges will never enforce?” 
Green, supra note 25. 
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have the power to review federal judgments concerning purely state 
law. This could be accomplished by allowing federal courts to certify 
questions of doubtful state law to the highest state court, or by writ 
of certiorari. 

Such a system would not destroy the value of federal jurisdiction 
in diversity of citizenship cases. The Erie case has settled that the 
out-of-state litigant is not entitled to a different set of substantive 
laws. But the attractions of a federal court at the trial stage, name- 
ly a judge independent of local politics and prejudices, and a jury 
chosen from a wide area, would not be diminished.*° 


GerorcE H. Ricu. 


FEDERAL DECISIONAL LAW INDEPENDENT OF STATE CoMMON LAW 
SINCE ERIE R. R. Co. v. ToMPKINS 


Recent cases involving federal statutes which fail to cover complete- 
ly the scope of their subject matter give rise to the question of the 
effect of Mr. Justice Brandeis’s board statement, enunciated in the 
opinion of Erie R. R. Co. v. Tompkins,’ that “There is no federal 
general common law.” Declaring that state law applied to federal 
courts “except in matters governed by the FEDERAL CONSTITUTION 
or by acts of Congress,” that case did not purport to disturb the fed- 
eral judiciary’s function of interpreting federal statutes. The courts, 
however, have subsequently been confused as to what law is ap- 
plicable to bridge the gaps in the incomplete statutes. 

Illustrative of this problem is the case of O’Brien v. Western Union 
Telegraph Co.,? in which the plaintiff sued for libel in a Massachusetts 
state court because of a defamatory message transmitted over the de- 
fendant’s telegraph wires from Boston and delivered in Royal Oak, 
Michigan. The cause was removed to the federal district court upon 
the ground of diverse citizenship, and a verdict was given for the 
defendant. The plaintiff excepted to the trial judge’s refusal to rule 
that the defendant was not privileged in transmissing and delivering 
the message. Holding that the Federal Communications Act * had oc- 
cupied the field, the Circuit Court of Appeals determined the ques- 
tion of privilege by interpreting the statute in accordance with “fed- 
eral common law” and without referring to state libel rules. Though 
Congress had taken control of the communications field, nothing on 


30 McCormick and Hewins, supra note 25; Note (1938) 7 ForpHam L. Rev. 
438. 

1 304 U. S. 64, 58 Sup. Ct. 817, 82 L. ed. 1188 (1938). 

2113 F. (2d) 539 (C. C. A. Ist, 1940). 

348 Stat. 1064 (1934), 47 U. S. C. §§ 151, 202, 206, 207 (1934). 
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the subject of libel was contained in the Act. In such a situation was 
the O’Brien decision correct, or should the court have applied the 
state common law? Use of the common law to round out incomplete 
statutes is by no means a novel function of the federal court system 
as the history of interstate commerce regulation shows. Prior to the 
enactment of the Interstate Commerce Act of 1887,* railroad traffic 
was regulated by the common law as interpreted by the federal 
courts.° The common law is not abrogated by the passage of a stat- 
ute; it remains applicable to those situations which the Act fails to 
cover.® So, after the enactment of the Commerce Statute, the federal 
courts continued to use common law to supply details omitted by the 
Act. In so doing they recognized that no federal common law existed 
separate and distinct from that of the states, since all jurisdictions 
had received it from England, but the federal courts felt free to de- 
termine for themselves what the common law principles were, with 
the result that sometimes the law as interpreted by the state where 
the action was begun was accepted,’ while on other occasions the 
state rule was rejected as not in accord with the common law as found 
in the federal courts.® 

After Congress expressly assumed control over telegraphic com- 
munications,® the courts held, in the interest of uniform national reg- 
ulation, that state law, relative to contracts made by companies, and 
as to liability for negligence on the part of the companies, would not 
be applied, even though the federal Act did not expressly include 
these matters.1° Since the federal courts, however, did not at that 
time consider themselves bound to accept the common law of the state 
in which the transaction occurred, no matter what the type of situa- 
tion, they made no clear distinction between cases decided under fed- 
eral statutes and simple tort disputes which came to them only be- 
cause of diversity of citizenship.” 

Since Erie R. R. Co. v. Tompkins that distinction has been made. 
About forty tort cases have gone to the federal courts solely on the 
ground of diversity, and to these the courts have applied the local 


424 Stat. 379 (1887), 49 U. S. C. §§1, 2 (1934). 

5 Interstate Commerce Commission v. Baltimore and Ohio R. R. Co., 145 
U. S. 263, 12 Sup. Ct. 844, 36 L. ed. 699 (1892). 
Ft ie v. Chicago and Northwestern Ry., 62 Fed. 24 (C. C. N. D. Ia, 


7 Western Union Telegraph Co. v. Call Publishing Co., 181 U. S. 92, 21 Sup. 
Ct. 561, 47 L. ed. 765 (1901). 


8 Reynolds v. New York Trust Co., 188 Fed. 611 (C. C. A. Ist, 1911). 


® Act to Regulate Commerce, 36 Stat. 539, 545 (1910), 49 U. S. C. §1 
(1934). 


10 Postal Telegraph-Cable Co. v. Warren-Godwin Lumber Co., 215 U. S. 27, 
40 Sup. Ct. 69, 64 L. ed. 118 (1919). 


11 Cf., Pennsylvania R. Co. v. Hummel, 167 Fed. 91 (C. C. A. 3d, 1909). 
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law without hesitation,’? but cases determined on the basis of an act 
of Congress have not been so easily decided. “Where Congress has 
thus occupied the ground, the governing law for cases within the 
‘field’ but not covered by the statute itself would seem to be the rules 
of ‘common law,’ not the rules evolved by the courts of the state 


where the transaction occurred, but rules independently ascertained 
as federal decisional law.” ** 


This view, in accord with the development before the Erie R. R. 
Co. case, seems to have been reaffirmed by O’Brien v. Western Union 
Telegraph Co. as well as by Vaigneur v. Western Union Telegraph 
Co.,** a suit for damages arising out of mental suffering caused by 
the telegraph company’s failure to deliver a message carefully. The 
court in the latter case in refusing to apply state rules relating to 
negligence explained that since a federal statute had occupied the 


12 Hudson v. Moonier, 304 U. S. 397, 58 Sup. Ct. 954, 82 L. ed. 1422 (1938) ; 
Ray v. City of New York, 108 F. (2d) 170 (C. C. A. 2d, 1939) ; Zentz v. Buch- 
man, 103 F. (2d) 850 (C. C. A. 3d, 1938); Shoaf v. Fitzpatrick, 104 F. (2d) 
290 (C. C. A. 6th, 1939); Abbot v. Ry. Express Agency, 108 F. (2d) 671 
(C. C. A. 4th, 1940); Demers v. Ry. Express Agency, 108 F. (2d) 107 (C. C. 
A. Ist, 1939) ; Moore v. Kurn, 108 F. (2d) 906 (C. C. A. 10th, 1939) ; Thom- 
son v. Stevens, 106 F. (2d) 739 (C. C. A. 8th, 1939); Baskin v. Montgomery 
Ward and Co., 104 F. (2d) 531 (C. C. A. 4th, 1939); Ells v. Scandrett, 28 
F. Supp. 16 (Idaho, 1938) ; Tulsa City Lines v. Mains, 107 F. (2d) 377 (C. C. 
A. 10th, 1939); Mau v. Rio Grande Oil Inc., 28 F. Supp. 8&5 (N. D. Cal. 
1939); Marcus v. Hinck, 28 F. Supp. 945 (S. D. N. Y. 1939); Delaware and 
H. R. Corporation v. Bonzik, 105 F. (2d) 341 (C. C. A. 3d, 1939); Taylor v. 
McCowat-Mercer Printing Co., 27 F. Supp. 880 (W. D. Tenn. 1939); Bash v. 
Baltimore & O. R. R. Co., 102 F. (2d) 48 (C. C. A. 3d, 1939) ; Chicago G. W. 
Ry. Co. v. Robinson, 101 F. (2d) 994 (C. C. A. 8th, 1939) ; Di Lappe v. Lig- 
gett and Myers Tobacco Co., 25 F. Supp. 1006 (S. D. Cal. 1939); U.S. v. 
Durrance, 101 F. (2) 109 (C. C. A. 5th, 1939); Francis v. Humphrey, 25 F. 
Supp. 1 (E. D. Ill. 1938) ; Coca-Cola Bottling Co. v. Munn, 99 F. (2d) 190 
(C. C. A. 4th, 1938); Ervin v. Texas Co. 97 F. (2d) 806 (C. C. A. 8th, 
1938) ; Wunderlich vy. Franklin, 100 F. (2d) 164 (C. C. A. 5th, 1939); Luh- 
man v. Hoover, 100 F. (2) 127 (C. C. A. 6th, 1938); Kansas Gas and Elec- 
tric Co. v. Evans, 100 F. (2d) 549 (C. C. A. 10th, 1938); Iser v. Brockway, 
25 F. Supp. 221 (W. D. Pa. 1938); Bissonette v. National Biscuit Co., 100 F. 
(2d) 1003 (C. C. A. 2d, 1939) ; Sunkist Drinks, Inc., v. California Fruit Grow- 
ers Exchange, 25 F. Supp. 400 (S. D. N. Y. 1938); Harris v. Traglio, 24 F. 
Supp. 402 (Ore. 1938); Panko vy. Endicott Johnson Corp., 24 F. Supp. 678 
(N. D. N. Y. 1938); Dismang v. Western Union Telegraph Co., 24 F. Supp. 
782 (N. D. Okla. 1938); Kelly v. Duke Power Co., 97 F. (2d) 529 (C. C. A. 
4th, 1938); Norfolk v. W. R. Co. v. Riggs, 98 F. (2d) 612 (C. C. A. 6th, 
1938); Keifer and Keifer v. R. F. C., 97 F. (2d) 812 (C. C. A. 8th. 1938), 
rev'd on another point, 306 U. S. 381, 59 Sup. Ct. 516, 83 L. ed. 784 (1939) ; 
Phillips v. Davidson, 24 F. Supp. 184 (E. D. S. C. 1938); Allison vy. Great 
Atlantic and Pacific Tea Co., 99 F. (2d) 507 (C. C. A. 4th, 1938); Hagan 
and Cushing v. Washington Water Power Co., 99 F. (2d) 614 (C. C. A. 9th, 
1938) ; Sampson v. Channell, 110 F. (2d) 754 (C. C. A. Ist, 1940). For the 
cases up to March, 1940, dealing with the rule of Erie R. R. v. Tompkins, see 
the schedules in Smith, Erie R. R. v. Thompkins Two Years After (1940) 12 
Rocky Mr. L. Rev. 191-196. 


18 McCormick and Hewins, the Collapse of “General” Law in the Federal 
Courts (1938) 33 In. L. Rev. 126 at 143-4. 


14 34 F. Supp. 92 (E. D. Tenn, 1940). 
7 
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field, the question regarding state law is not whether it burdens com- 
merce but whether it disturbs the uniformity sought by the federal 
statute. Likewise in the National Candy Co. v. Federal Trade Com- 
mission decision *® the court affirming an order of the Trade Com- 
mission, refused to apply state law because the commission’s order 
was based on federal law and public policy. In numerous instances 
the federal courts have pointed out that where federal authority is 
affected by the situation the case will be decided with reference to it 
rather than to state law.’® This may be done if the facts bring the 
situation under a federal act even though the act is not expressly 
invoked.*? 

Several cases which fall within the scope of the National Bank Act 
indicate that where it is necessary to fill out a federal legislative en- 
actment, the federal courts will feel free to ignore the state common 
law. Two such cases involving the settlement of the affairs of in- 
solvent national banks were decided by the United States District 
Court for Oregon soon after the Erie decision. In the first case,'* to 
determine whether bonds pledged by the bank as security for a 
deposit had been proved a trust res, the court, turning to the federal 
statute, found only that the “. . . comptroller shall make a ratable 
dividend of the money paid over to him by such receiver on all such 
claims as may have been proved to his satisfaction or adjudicated in 
a court of competent jurisdiction. . . .”*® The court then referred 
to federal decisions which put the burden of proving a trust on the 
claimant and insisted that such claims be promptly asserted.*° In the 
other case ** the court found that the National Bank Act ** contains 


15 National Candy Co. v. Federal Trade Commission, 104 F. (2d) 999 (C. C. 
A. 7th, 1939). 

16 Hendrick v. Canadian Pacific Ry. Co., 28 F. Soe. 257 (S. D. Ohio 1939) ; 
Kravas v. Great Atlantic and Pacific Tea Co., 28 F. Supp. 66 wi D. Pa. 
1939); Neibro Co. v. Bethlehem Shipbuilding Corp., Ltd., 308 U. S. 165, 60 
Sup. Ct. 153, 84 L. ed. 123 (1939); U.S. Fidelity and Guaranty a v. Kock, 
102 F. (2d) 288 (C. C. A. 3d, 1939); Stephenson v. Grand Trunk Western 
k. R. Co., 110 F. (2d) 401 (C. C. A. 7th, 1940), cert. granted, 310 U. S. 
623, 60 Sup. Ct. 1102 (1940); Lincoln Mine Operating Co. v. Huron Holding 
Co., 111 F. (2d) 438 (C. C. A. 9th, 1940), (all involving matters arising under 
the judicial code); U. S. v. Warren, 26 F. Supp. 333 (E. D. N. Y. 1939) 
(criminal code); Barndt v. Det Bergenske Dampskibsselshab, 28 F. Supp. 
815 (S. D. N. Y. 1938) (admirality); Board of Commissioners of Jackson 
Co. v. U. S., 100 F. (2d) 929 (C. C. A. 10th, 1939), mod’d for other reasons, 
308 U. S. 343, 60 Sup. Ct. 285, 84 L. ed. 233 (1939) (Federal Sovereignty). 

17 Carpenter v. Baltimore and Ohio R. R. Co., 109 F. (2d) 375 (C. C. A. 
6th, 1940). 

18 Bryant v. Linn County, 27 F. Supp. 562 (Ore. 1938). 

19 13 Stat. 79, 114 (1864), 12 U. S. C. § 194 (1934). 

20 The court points out that the precedents referred to may have been handed 
down by courts which based their holdings on equitable laches rather than 
interpretation of a federal act but that Oregon courts reach the same result 
as federal courts in such a case 

21 McCarty v. Gault, 24 he Supp. 977 (Ore. 1938). 

22 Supra note 19 at § 192 
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no clear direction that interest be given upon sums paid in by virtue 
of assessments provided for by the act. Though this clause of the 
statute had not previously been interpreted, the court applied the 
general doctrine of the federal courts that such interest be allowed. 
Both these cases would have been decided differently had the state’s 
interpretation of the common law prevailed. Other courts have ac- 
cepted these holdings. The decision in Downy v. City of Yonkers ** 
declared that the effect of an illegal pledge will be determined by fed- 
eral decisional law in order to give proper effect to the Bank Act ** 
although whether a pledge is illegal or not is to be determined by 
state rules under the terms of the federal statute itself. The court 
thereupon disregarded the New York rule and held that payments 
made by mistake to the insolvent bank by a federal officer could be 
recovered. The United States Supreme Court has refused to apply 
the state’s rule that illegality makes a contract void in a situation 
where that rule would weaken the intended effect of a clause of the 
Bank Act.*® 

Despite the above rulings, it would seem a decision goes too far 
when ** based on a statement that since the suit is to wind up the 
affairs of a national bank (a situation covered by a federal statute) 
all matters arising in it are to be decided by the federal common law. 
Other cases arising under the Bank Act indicate that state law will 
be applied to determine incidental matters such as whether notes 
were secured or not;** what remedies are applicable to reach the 
estates of minors ;** the effect of a clause in a corporation's charter ;7° 
what constitutes a segregation of funds necessary to create a trust 
situation *° and when a bank is liable because of notice for paying 
out trust funds in payment of the trustee’s personal debts.*t Even 
in the Bryant case ** the court points out that there is no reason ex- 
cept possibly a constitutional one why the trust relations of a national 
bank should not be controlled by state law in a normal situation just 
as title to real estate owned by such a bank would be determined. 


2323 F. Supp. 1018 D. N. Y. 1938). 

** Supra note 19 at § 90 

25 Deitrick v. Greaney, 309 U. S. 190, 60 Sup. Ct. 480, 84 L. ed. 433 (1940), 
rev'g, 103 F. (2d) 83 (C. C. A. Ist, 1939); 13 Stat. 114 (1864), 12 U. S.C. 
§ 192 (1934). 

26 Bradford v. Chase National Bank of City of New York, 24 F. Supp. 28 
(S. D: N.. ¥.. 1938). 


27 Reconstruction Finance Corp. v. O’Keefe, 92 F. (2d) 820 (C. C. A. 3d, 
1938). 


28 Schram v. Poole, 97 F. (2d) 566 (C. C. A. 9th, 1938). 
29 Schram v. Smith, 97 F. (2d) 662 (C. C. A. 9th, 1938). 
30 Reno National Bank v. Seaborn, 99 F. (2d) 482 (C. C. A. 9th, 1938). 


81 Wichita Royalty Co. v. City National Bank of Wichita Falls, 306 U. S. 
103, 59 Sup. Ct. 420, 83 L. ed. 515 (1939). 


32 Supra note 19. 
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The Bryant case was distinguished on the ground that the policy of 
the federal act relating to liquidation must be effectuated. Appar- 
ently in those situations in which state common law rules were 
applied despite the fact that the affairs of an insolvent national bank 
were being settled, the courts did not believe that the intent of any 
clause of the Bank Act was affected. 

The same distinction exists in the handling of cases coming to 
the federal courts under the National bankruptcy Act. The federal 
judiciary has asserted its right to supplement this federal statute by 
use of the common law doctrine that judgment creditors can be paid 
out of earnings during receivership operation within six months.** 
This decision was made in the face of an assertion that the federal 
statute ** made no such provision and the opinion in the Erie R. R. 
case prevented the federal courts’ independent use of the common 
law. It has also been declared that a state statute of limitations does 
not apply since Congress by omitting to prescribe a limitation in the 
Bankruptcy Act intends that there shall be none.*® This case can be 
distinguished from the Schram cases,** in which state statutes of 
limitations were applied as incidental matters to situations arising 
under the Bank Act, on the ground that the federal policy regarding 
time in which suit may be brought is more apparent in the bank- 
ruptcy situation from the nature and context of the Act as a whole. 

Representing a situation in which an incidental matter will be 
decided in conformity to state law though the case came to the fed- 
eral court under the Bankruptcy Act is Thompson v. Magnolia Petro- 
leum Co.** There a railroad in bankruptcy had possession of land 
beneath which oil was found. The federal district court correctly 
decreed that the oil be conserved and the proceeds impounded, but 
the part of the court’s holding which found that the deed to the 
land conveyed a fee simple to the railroad was vacated by the appel- 
late court which held that title to the real estate was to be tested by 
Illinois law rather than by federal law. State law has also been 
applied to determine whether a deposit was special or general,** 
whether an assignment was valid ;** the effect of a stipulation pledg- 
ing rents of mortgaged property ;*° whether certain real estate was 


83 Chase National Bank of City of New York vk Mobile and Ohio Ry. Co., 
30 F. Supp. 565 (S. D. Ala. “sk 

84.47 Stat. 1474 (1933), 11 U. C. § 2052 oe. 

85 In re Koeppel, 24 F. Supp. 703 (E. D. N. Y. 1938); 44 Stat. 663 (1926), 
11 U. S. C. § 32 (b) 3 (1934). 

36 Supra notes 28, 29. 

37 309 U. S. 478, 60 Sup. Ct. 628, 84 L. ed. 624 (1940). 

38 In re Kountz Bros., 103 F. (2d) 785 * C. A. 2d, 1939). 

39 In re Smith, 23 F. Supp. 174 (S. D. W. Va. 1938), revd on another 
ground, 101 F. (2d) 903 (C. C. A. 3d, 193 9). 

40 Investor’s Syndicate v. Smith, 105 F. (2d) 611 (C. C. A. 9th, 1939). 
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held as a homestead ** and whether funds held by a trustee in bank- 
ruptcy are subject to garnishment at the instance of a judgment 
creditor of the assignor of anticipated dividends.*? In this last case 
the court stated that although federal law is supreme in the bank- 
ruptcy field, the bankruptcy court will not digress to settle collateral 
disputes. The collateral dispute was settled in a federal district 
court according to Minnesota law. 

The difficulty in determining whether a case should be decided 
under the statute independent of or subject to state rules is illus- 
trated by a court’s dividing over what rule to use in establishing the 
rights, remedies and powers of certain creditors which without def- 
inition are given to trustees by the Bankruptcy Act.** The majority 
applied the state law apparently believing that this was an incidental 
matter, but the dissenting judge argued that state rules relating to 
property rights can not bind the federal courts where such rules are 
contrary to the policy of the statute.“ 

Recent cases involving the Revenue Act seem to be in conflict. 
The least difficult are those which hold that federal taxes may be 
based on valuations of property made by the states,*® but where the 
state law appears to interpret the terms of a federal statute the same 
difficulty noted above arises. One case ** holds that where the statute 
does not define “property” in a clause *? giving the United States a 
lien upon all property belonging to tax payers, the state definition 
must be accepted; another ** says that “insurance” as used in the 
Estate Tax Act *® is a question for the federal courts, which are not 
bound by state rules unless the act makes its operation dependent on 
them. The Supreme Court has attempted to set forth the distinction 
in Lyeth v. Hoey.® There it said that local law determines the right 
to make a testamentary disposition of property, the validity and con- 
struction of wills, and probate procedure thereby determining who 
are heirs, “but the question as to the construction of the exemption 
in the federal statute is not determined by local law.” Federal courts 


41 In re Grodzins, 27 F. Supp. 521 (S. D. Cal. 1939). 

42 National Automatic Tool Co. v. Goldie (Cox, Garnishee), 27 F. Supp. 
399 (Minn. 1939). 

43.48 Stat. 926 (1934), 11 U. S. C. § 47 (a) (1934). 

44 In re Pointer Brewing Co., 105 F. (2d) 478 (C. C. A. 8th, 1939). 

45 East Bay Water Co. v. McLaughlin, 24 F. Supp. 222 (N. D. Cal. 1938) 
app. dis., 104 F. (2d) 1016 (C. C. A. 9th, 1938); Hughes v. Commissioner of 
Internal Revenue, 104 F. (2d) 144 (C. C. A. 9th, 1939). 

My — Life Insurance Co. v. U. S., 107 F. (2d) 311 (C. C. A. 
6th, 1939). 

4745 Stat. 875 (1928), 26 U. S. C. $1560 (1934). 

48 Kernochan v. U. S., 29 F. Supp. 860 (Ct. Cl. 1939) cert. den., 309 U. S. 
675, 60 Sup. Ct. 711, 84 L. ed. 643 (1940). 

49 47 Stat. 279 (1932), 26 U. S. C. § 411 (c) (1934). 

50 305 U. S. 188, 59 Sup. Ct. 155, 83 L. ed. 119 (1938). 
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will independently decide whether the heir took by inheritance in 
which case the Act exempts him from taxation, or whether he took 
in some other way not covered by the exemption.™ 

A comparison of the banking, bankruptcy and revenue cases indi- 
cates that the federal courts will make use of their own decisional 
law in construing the terms of a vague section of a federal statute, 
but it can not be said that they will always reject state law because 
a federal statute is involved. In those cases dealing with the inter- 
state commerce authority of the Federal government, the courts seem 
more inclined to ignore local law. Probably one of the most extreme 
cases standing for the principle that federal common law will be 
used to supplement a federal statute is J/linois Central R. R. Co. v. 
Moore * in which the court appears to exclude local law entirely 
from situations involving statutes. Congress’ complete control over 
subjects affecting interstate commerce, however, may cause the court’s 
hesitancy to rule that the matters brought up in these cases were 
merely incidental. The problem before the court in each of these 
cases is to determine whether there is a statute which is not com- 
pletely effective and to which the court should apply its own rules or 
whether the statute is complete in the sense that its purpose will not 
be impaired by an application of state law to an incidental matter of 
local nature. 

Justice Brandeis’ statement in the Erie case that there is no fed- 
eral common law has cloaked this distinction in darkness, but it 
must be remembered that the court at that time was construing sec- 
tion 34 of the Judiciary Act and that the opinion conceded that local 
law was to be applied except in matters governed by the FEDERAL 
CONSTITUTION or by acts of Congress. What would a federal court 
do in construing an ambiguous act of Congress but use the common 
law as the federal courts had interpreted it? To do otherwise would 
deny the supremacy of federal legislation. The case history since the 
Erie case shows that the courts do not recognize the Erie case dictum 
as an obstacle to the application of common law principles to supple- 
ment statutes, but they do acknowledge that the Erie decision re- 
quires application of local rules to incidental matters. 


51 Petitioner was one of his grandmother’s heirs who opposed a bequest in 
the will on grounds of incapacity and undue influence. A compromise was 
reached whereby petitioner received some of the property which the United 
States sought to tax as income. Petitioner sets up § 22 (b) (3) of the Rev- 
enue Act of 1932, 47 Stat. 278 (1932), 26 U. S. C. § 4136 (1934) which ex- 
empted from the income tax, “The value of property acquired by gift, bequest, 
devise or inheritance. ” The Massachusetts rule was that compromises 
establish contractual not testamentary relationships. This the federal courts 
refused to follow. Cf. Commissioner of Internal Revenue v. Keller’s Estate, 


113 F. (2d) 833 (C. C. A. 3d, 1940). 
52112 F. (2d) 959 (C. C. A. 5th, 1940). 
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It is perhaps too early to say what standard the courts will for- 
mulate to guide them in making this distinction. There seems to be 
little justification for supposing it will be that of uniformity. Rather, 
a study of the cases suggests that each result will depend on the 
court’s opinion in the individual case as to whether the intent of the 
statute might be affected by the application of local law, and if it 
should, the court will apply a federal rule, either selected from 
previous authority or made for the occasion at hand. 

Naturally the same type of situation may impair the purpose of 
one statute or one section of a statute while it would be only in- 
cidental to another. In the latter case since the act’s purpose is not 
violated, local law would he applied. 

Ear E. EIsENHART, JR. 





ANNOTATION OF OPINION OF THE 
ATTORNEY GENERAL OF THE 
UNITED STATES 


CITIZENSHIP—EXPATRIATION—LOss OF AMERICAN CITIZENSHIP 
Durinc PERIop oF AMERICAN PARTICIPATION IN WorLD War.—The 
Secretary of State requested an opinion from the Attorney General 
concerning loss of citizenship through naturalization, marriage, or the 
taking of a foreign oath of allegiance while the United States was 
at war, between April 6, 1917, and July 2, 1921. Held, that Ameri- 
can citizens who were naturalized abroad and American women 
who married aliens between April 6, 1917, and July 2, 1921, lost 
their citizenship as of the latter date. Persons who took foreign 
oaths of allegiance during that period but who, prior to July 2, 1921, 
returned to this country for permanent residence and thereafter did 
nothing that indicated continued allegiance to the foreign state but 
on the contrary consistently acted as American citizens did not lose 
their citizenship on July 2, 1921, but there is doubt as to the status 
of persons taking such foreign oaths who did not return to the United 
States prior to July 2, 1921. Loss of Foreign Citizenship through 
Marriage to Alien, Foreign Naturalization, or Foreign Oath of Al- 
legiance, Op. Att’y Gen. (August 22, 1940). 

The United States has not always recognized the right of its citi- 
zens to expatriate themselves without its express consent. While 
some early American decisions are contra, Juando v. Taylor, Fed. 
Cas. No. 7,558 (S. D. N. Y. 1818); The United States v. Wyngall, 
5 Hill 16 (N. Y. 1843), the common law rule of once a citizen al- 
ways a citizen was until 1868 the prevailing American view. Talbot 
v. Janson, 3 Dall. 133, 1 L. ed. 540 (U. S. 1795); United States 
v. Gillies, Fed. Cas. No. 15,206 (C. C. Pa. 1815); Ainslie v. Martin, 
9 Mass. 454 (1812). Today, however, “The right of gupeiciation 
is a natural and inherent right of all people.” 15 Stat. 223 (1868), 
8 U. S. C. § 15 (1934). More specific are section 2 of the Act of 
March 2, 1907, 34 Stat. 1228 (1907), 8 U. S. C. § 17 (1934) (su- 
perseded by section 401, Nationality Act of 1940, approved October 
14, 1940, effective January 13, 1941, Public No. 853, 76th Cong. 
3d Sess. c. 876), providing that any American citizen shall be deemed 
to have expatriated himself (1) when he has been naturalized in 
any foreign state in conformity with its laws or (2) when he has 
taken an oath of allegiance to any foreign state, and section 3 of 
that Act, 34 Stat. 1228 (1907) (superseded September 22, 1922, 
by 42 Stat. 1022 (1922), 8 U. S. C. § 9 (1934), providing that any 
American woman who marries a foreigner shall take the nationality 
of her husband). By the last proviso to section 2, supra, it is declared 
that no American citizen shall be allowed to expatriate himself when 
the country is at war. 34 Stat. 1228 (1907), 8 U.S. C. § 16 (1934) 
(Repealed by section 504, Nationality Act of 1940, supra. The 
effect of the repeal, induced no doubt by administrative difficulties 
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arising from cases of attempted expatriation during the World War, 
is to give normal meaning to acts of expatriation which may take 
place should the United States again be involved in a war, and thus 
to avoid a repetition of the conflict resulting from divergent inter- 
pretations of the provision as it related to the last war. Unfortunate- 
ly, however, cases involving the law as it existed at the time of the 
World War will continue to arise.) 


The precise effect of this prohibition against expatriation during 
war has never been clear. Court decisions have not been uniform, 
and executive policy has been divergent. The Department of Labor, 
through the Immigration and Naturalization Service (recently trans- 
ferred to Department of Justice) has regarded any attempted ex- 
patriation when the United States was at war as ineffective for all 
purposes, and has held that even after July 2, 1921, when the war 
was technically at an end, persons having attempted expatriation 
before that date continued, in the absence of new attempts at ex- 
patriation, to be American citizens. The Department of State, on 
the other hand, has held to the view that such an attempted expatria- 
tion became effective upon the termination of the war, or that, in 
the absence of some prior action to regain it, citizenship was lost 
on July 2, 1921. In an opinion of August 30, 1938, the Attorney 
General suggested to the Secretary of Labor that until the question 
is finally passed upon by the courts the practice of that Department 
be continued and persons who during the war attempted expatriation 
be regarded as citizens. The opinion of August 22, 1940, in effect 
reverses the earlier holding. 


The only case considering the 1907 statute in relation to naturaliza- 
tion abroad during the war is Petition of Prack, 60 F. (2d) 171 
(W. D. Pa. 1932), which held that an American naturalized abroad 
during the war lost his citizenship but did not consider whether such 
loss was effective at the time of the naturalization or on the termina- 
tion of the war. While the request of the Secretary of State for an 
opinion from the Attorney General refers to the case of an American 
citizen obtaining naturalization through the naturalization of a par- 
ent while the United States was at war, no mention of this phase 
of the problem is made by the Attorney General, and no cases pre- 
cisely in point are found. In the absence of positive action on the 
part of the child, foreign naturalization of the parent, while the 
United States is not at war, has recently been held not to effect the 
naturalization of the child, but to give him a right of election on 
reaching majority. Perkins v. Elg, 307 U. S. 325, 59 Sup. Ct. 884, 
83 L. ed. 1320, (1939) ; In re Reid, 6 F. Supp. 800 (Or. 1934) ; See 
Ludlam v. Ludlam, 26 N. Y. 356, 376 (1863); see also § 401 (a) 
Nationality Act of 1940. Contra: United States v. Reid, 73 F. 
(2d) 153 (C. C. A. 9th, 1934) (reversing In re Reid, supra. Cert. 
den. because application for writ not made within time provided by 
law, 299 U. S. 544, 57 Sup. Ct. 44, 81 L. ed. 400 (1936); Ostby 
v. Salmon, 177 Minn. 289, 225 N. W. 158 (1929); Koppe v. Pfef- 
ferle, 188 Minn. 620, 248 N. W. 41 (1933). For comment, see 
Bell, Involuntary Expatriation of Minor Children (1939). 7 Gero. 
Wass. L. Rev. 639. 





476 THE GEORGE WASHINGTON LAW REVIEW 


The only cases specifically considering the effect of the marriage 
of an American woman to an alien during the World War hold that 
citizenship was lost on termination of the war. Petition of Peterson, 
33 F. Supp. 615 (E. D. Wash, 1940) (from the reasoning of the 
opinion, it may be surmised that a contra result would have been 
reached if the woman and her alien husband had continued to live 
in United States) ; In re Varat, 1 F. Supp. 898 (E. D. N. Y. 1932) 
(woman and alien husband both apparently continued residence in 
United States). Two cases of marriage to aliens during the war 
with continued residence in the United States are disposed of by 
decreeing a loss of citizenship without mention of the time of such 
loss and without consideration of the prohibition against expatriation 
in time of war. Jn re Chamorra, 298 Fed. 669 (N. D. Cal. 1924); 
North German Lloyd v. Elting, 86 F. (2d) 93 (C. C. A. 2d, 1936), 
cert. den. 300 U. S. 675, 57 Sup. Ct. 668, 81 L. ed. 881 (1937). As 
to marriages prior to the Act of March 2, 1907, the better view would 
seem to be that marriage of an American woman to an alien did not 
work an expatriation so long as the woman continued to live in the 
United States. Comitis v. Parkerson, 56 Fed. 556 (E. D. La. 1893), 
appeal dismissed sub nomine Comitiz v. Parkerson, 163 U. S. 681, 
16 Sup. Ct. 1200, 41 L. ed. 307 (1896); Ruckgaber v. Moore, 104 
Fed. 947 (E. D. N. Y. 1900), aff'd sub nomine Moore v. Ruckgaber, 
114 Fed. 1020 (C. C. A. 2d, 1902). See, as to other issues, Moore 
v. Ruckgaber, 184 U. S. 593, 22 Sup. Ct. 521, 46 L. ed. 705 (1902) ; 
Wallenburg v. Missouri Pacific, 159 Fed. 217 (Neb. 1908); Jn re 
Fitzroy, 4 F. (2d) 541 (Mass. 1925); In re Lynch, 31 F. (2d) 
762 (S. D. Cal. 1929); In re Wright, 19 F. Supp. 224 (E. D. Pa. 
1937). A few cases hold that continued residence in the United 
States after marriage to an alien prior to 1907 does not prevent 
expatriation. Pequignot v. City of Detroit, 16 Fed. 211 (E. D. Mich. 
1883); In re Page, 12 F. (2d) 135 (S. D. Cal. 1926); In re Kraus- 
mann, 28 F. (2d) 1004 (E. D. Mich, 1928); In re Wohlgemuth, 
35 F. (2d) 1007 (W. D. Mich. 1929). Contra: Petition of Zog- 
baum, 32 F. (2d) 911 (S. D. 1929) (holding woman marrying alien 
before 1927 and living with him in foreign country until his death 
never lost citizenship). But cf., Shanks v. Dupont, 3 Pet. 242, 7 
L. ed. 666 (U. S. 1830) holding that, while marriage with an alien 
works no expatriation of American woman, plaintiff lost citizenship 
by removal from United States and residence in England at the time 
of Peace Treaty of 1783. That expatriation by marriage to an alien 
under 1907 statute was inevitable regardless of residence here or 
abroad was made clear in Mackenzie v. Hare, 239 U. S. 299, 36 
Sup. Ct. 106, 60 L. ed. 297 (1915). See also Miller, Recent De- 
velopments in the Law Controlling Nationality of Married Women 
(1933) 1 Geo. Wasn. L. Rev. 330; (1932) 1 Geo. Wasn. L. Rev. 
123. Of course, after the passage of the Cable Act in 1922 an 
American woman did not lose citizenship by marriage to an alien 
in the abence of an express renunciation. 42 Stat. 1022 (1922), 
amended by 46 Stat. 854 (1930) and 46 Stat. 1511 (1931), 8 U. S. 
C. § 9 (1934). (Unaffected by Nationality Act of 1940.) By the 
Act of June 25, 1936, a simplified procedure was established whereby 
citizenship could be resumed by an American woman “who has or 
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is believed to have lost” her citizenship by marriage to an alien prior 
to September 22, 1922, and whose marital status is terminated. 49 
Stat. 1917 (1936), 8 U. S. C. Supp. V § 9a (1939). (Repealed 
by section 504 and superseded by section 317 (b), Nationality Act 
of 1940, to the same effect.) By the Act of July 2, 1940, the same 
simplified procedure was made to apply to American women whose 
marriages to aliens have not been terminated, providing such women 
have resided continuously in the United States since marriage. Pub- 
lic No. 704, 76th Cong., 3d Sess., c. 509. (Not specifically repealed 
by Nationality Act of 1940, but amendment not incorporated in 
section 317 (b).) 


No reported case has been found which considers all aspects of 
a foreign oath of allegiance during the period the United States was 
at war. In In re Bishop, 26 F. (2d) 148 (W. D. Wash. 1927) it 
was held that an American who took an oath of allegiance to Great 
Britain on his enlistment in the Canadian Army May 24, 1917, and 
who resumed permanent residence in the United States in 1919 never 
lost American citizenship. There can only be conjecture as to the 
attitude of a court toward an American who took such a foreign 
oath of allegiance during the war and who returned to this country 
after July 2, 1921, or who never returned. But cf. In re Grant, 
289 Fed. 814 (S. D. Cal. 1923) (oath of allegiance to Great Britain 
during war did not expatriate, but no facts shown as to time of re- 
turn of applicant in relation to termination of the war); see Ex 
Parte Gilroy, 257 Fed. 110, 121 (S. D. N. Y. 1919) (presumed 
foreign oath of allegiance during war but no consideration of statu- 
tory bar to expatriation during war); United States ex rel. Scimeca 
v. Husband, 6 F. (2d) 957, 958 (C. C. A. 2d, 1925) semble. 
It is clear that a voluntary foreign oath of allegiance during a time 
that the United States is not at war works an expatriation. Ex 
Parte Griffin, 237 Fed. 445 (N. D. N. Y. 1916); United States 
ex rel. Wrona v. Karnuth, 14 F. Supp. 770 (W. D. N. Y. 1936). 
That an involuntary oath has the same effect may be doubted. State 
v. Adams, 45 Iowa 99 (1876); see United States ex rel. Fracassi 
v. Karnuth, 19 F. Supp. 581, 583 (W. D. N. Y. 1937). A foreign 
oath on the part of a minor has been held not to work an expatria- 
tion. United States ex rel. Baglivo v. Day, 28 F. (2d) 44 (S. D. 
N. Y. 1928). Similarly as to insane persons. McCampbell v. Mc- 
Campbell, 13 F. Supp. 847 (W. D. Ky. 1936). Special statutory 
provisions offer a simplied process for resumption of citizenship 
by one who, prior to the entry of the United States into the World 
War, took an oath of allegiance in connection with service in the 
armed forces of any country “at war with a country against whom the 
United States declared war.” 40 Stat. 545 (1918), 8 U. S. C. §18 
(1934). (Repealed by section 504, Nationality Act of 1940.) 

If foreign naturalization, marriage to an alien, or foreign oath of 
allegiance during the period of American participation in the World 
War is not followed by some unequivocal act after July 2, 1921, the 
logical inference from the statute would be that citizenship is re- 
tained. The expatriation of an individual results from his volun- 
tary act, and in the typical case the only positive, voluntary act (nat- 
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uralization, marriage, or oath) occurred at time when the statute pro- 
hibits its being given legal effect. If the action is ineffective when 
taken, it is difficult to see how the congressional resolution of July 
2, 1921, declaring the war at an end, can make it effective. However, 
it is obviously undesirable for those who have taken unequivocal 
steps toward foreign nationality to be allowed to retain rights as Amer- 
ican citizens. Perhaps the best solution would be in line with the dic- 
tum in the Prack case, supra at 172, where it is suggested that the stat- 
utory bar to expatriation during war is for the benefit of the govern- 
ment and should not be asserted on behalf of the individual. Such 
a view would strip from the individual all the rights, but would not 
affect the obligations of citizenship. P. M. &. 





RECENT CASES 


CoPYRIGHTS—PROCEDURE—MOTION FOR SUMMARY JUDGMENT 
UNDER F. R. C. P. No. 56.—In 1925, the German publisher of A. 
Hitler’s ““Me1n Kampr’” applied for a U. S. copyright thereon and 
in 1927 for a copyright on a new edition thereof. In both instances 
in response to a question as to the country of the author, it replied 
“German without a state.” The copyrights were issued and the 
American rights thereto were acquired by Houghton Mifflin Co. In 
1939, due to the great public interest in the book, Stackpole Sons Inc. 
announced that it would publish an edition without permission of 
the copyright owners. Houghton Mifflin Co. sued Stackpole Sons 
Inc. for a preliminary injunction. The latter objected that the 
former, the Plaintiff, had failed to establish its title and that the 
copyrights were invalid. The District Court held for Defendant and 
Plaintiff appealed. On appeal, Defendant raised the issue that a 
stateless citizen is not entitled to a U. S. copyright. The lower court 
was reversed and the preliminary injunction granted. Houghton 
Mifflin Co. v. Stackpole Sons Inc., 104 F. (2d) 306 (C. C. A. 2d, 
1939) ; cert. den. 308 U. S. 597, 60 Sup. Ct. 131, 84 L. ed. 95 (1939). 
Note (1940) 13 So. Cat. L. Rev. 356; (1939) 49 Yate L. J. 132. 
Plaintiff then filed in the lower court a motion for summary judg- 
ment accompanied by affidavits for a permanent injunction, bringing 
the motion under Rule 56 of the Rules of Civil Procedure for the 
District Courts of the United States. Defendant raised the objection 
that the new Rules do not apply to copyright proceedings. The Dis- 
trict Court granted the motion and Defendant appealed. Held, that 
there is no conceivable reason why Rule 56 should not apply to 
copyright proceedings, but the motion is denied since the title of 
Plaintiff is a material issue deserving of trial. Houghton Mifflin Co. 
v. Stackpole Sons Inc., 113 F. (2d) 627 (C. C. A. 2d, 1940). 

The question of whether the new Rules of Civil Procedure apply 
to copyright proceedings has been the subject of some discussion 
by the courts. The Rules as promulgated specifically stated that 
they were not to apply thereto; Rule 81. The courts variously in- 
terpreted this Rule in spite of its apparent clear meaning. It was 
generally regarded that the new Rules were inapplicable and that 
the old Equity Rules governed. See Sheldon v. M. G. M. Pictures 
Corp., 26 F. Supp. 134, 137 (S. D. N. Y. 1938); Michelson v. 
Crowell Publ. Co., 25 F. Supp. 653 and 658 (Mass. 1938). One 
Court, however, held that the new Rules are existing rules of equity 
practice and apply to proceedings in copyright. White v. Reach, 
26 F. Supp. 77 (S. D. N. Y. 1939). Effective September 1, 1939, 
the Supreme Court of the United States amended Rule 1 of the 
Copyright Rules to provide that proceedings in copyright should be 
governed by the new Rules. 35 Stat. 1081 (1909), 17 U. S. C. § 
25 (1934) as amended June 5, 1939. Proceedings in copyright are 
now governed by the new Rules. Houghton Mifflin Co. v. Stack- 
pole Sons Inc., supra. The new Rules are applicable to proceedings 
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in copyright now even though the suit was commenced before Sep- 
tember 1, 1939. Society of European Stage Authors and Composers 
Inc. v. WCAU Broadcasting Co., 35 F. Supp. 460 (E. D. Pa. 1940). 

A motion for summary judgment under Rule 56 is proper only 
where there is no dispute on the facts, t.e. where there is no issue 
worthy of trial. This general rule is followed in patent suits. Muin- 
neapolis Honeywell Reg. Co. v. Thermoco Inc., 34 F. Supp. 403 
(E. D. N. Y. 1940); Murphy v. Warner Bros. Pictures, 46 U. S. 
P. Q. 2 (C. C. A. 9th, 1940); Weil v. N. J. Richman Co. Inc., 34 
F. Supp. 401 (S. D. N. Y. 1940); Kendall Co. v. Earnshaw Knit- 
ting Co., 3 Fed. Rules Serv. 56c41 (Mass. 1940). And is now ap- 
plicable to copyright suits. Houghton Mifflin Co. v. Stackpole Sons 
Inc., supra. The holding of the court in the instant case that the 
facts presented were sufficient for a preliminary injunction but not 
for a permanent injunction apparently sets up two standards for 
Rule 56 as to when there is any issue relative to the merits which 
deserves trial. The court states, however, that it is clear that a pre- 
liminary injunction presents a different situation and that in such 
a case a prima facie case will serve if justice demands. 

It is of interest to note that the court in the instant case took ju- 
dicial notice that the title of the German publisher must be presumed 
to be valid, 7. e. due to the position of A. Hitler in Germany at that 
time anyone publishing the book “Mein Kampf” in Germany is ob- 
viously the owner thereof. This effectively disposes of the sugges- 
tion in (1939) 49 Yate L. J. 132 that this court in the previous 
appeal should not have held that a stateless citizen is entitled to a 
U. S. copyright since there was no showing of title in the German 
publisher and thus Plaintiff had not established his title. C. T. C. 








CrIMINAL LAW—EVIDENCE ILLEGALLY OBTAINED—ADMISSIBIL- 
1Ty.—Two police officers were ordered to investigate an accident in- 
volving a taxicab. Near the scene of the accident, the officers found a 
cab parked, from which they obtained the registration card and the 
character license of the taxi owner. Without a search warrant, the 
officers went to the defendant’s home, entered, and defendant ad- 
mitted he was driving the cab at the time of the accident. The officers, 
acknowledging this fact and believing defendant to be drunk, placed 
him under arrest. Defendant was convicted of driving an automobile 
while under the influence of liquor. On appeal, the admissibility of 
the officers’ testimony that defendant said he was driving the taxicab 
at the time of the accident was challenged. Held, that the testimony 
was inadmissible because it was obtained in a violation of the Fourth 
Amendment, which forbids unreasonable searches and seizures. 
Nueslein v. District of Columbia, 115 F. (2d) 690 (App. D. C. 
1940). 

At early common law, the admissibility of evidence was not affected 
by the illegality of the means through which the party had been en- 
abled to obtain the evidence. Commonwealth v. Dana, 2 Metc. 329 
(Mass. 1841); Stevison v. Earnest, 80 Ill. 513 (1875); Williams v. 
State, 100 Ga. 511, 28 S. E. 624 (1897). Apart from duress and the 
like, the illegal acquisition of evidence does not weaken its reliability. 
Stevison v. Earnest, supra. But in 1886, the United States Supreme 
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Court in Boyd v. United States, 116 U. S. 616, 6 Sup. Ct. 524, 29 
L. ed. 746 (1885) held that a statute was unconstitutional which per- 
mitted the court to order production of relevant papers and which 
provided that in default of their production the allegations which it 
was alleged they would prove should be taken as confessed. The court 
reached this decision by construing the Fourth Amendment of the 
FEDERAL CONSTITUTION which condemns unreasonable searches and 
seizures, together with the Fifth Amendment, which prohibits com- 
pelling a man in a criminal case to be a witness against himself. The 
court said that unreasonable searches and seizures were almost al- 
ways made for the purpose of compelling a man to give evidence 
against himself. But the Fourth and Fifth Amendments do not apply 
to state courts. Thus certain papers, not covered by the search war- 
rant but which were relevant to the trial were admitted in Adams v. 
New York, 176 N. Y. 351, 68 N. E. 636 (1903), aff'd 192 U. S. 585, 
24 Sup. Ct. 372, 78 L. ed. 575 (1903). The courts will not take no- 
tice of the manner in which witnesses have possessed themselves of 
papers which are material because the courts will not in trying a 
criminal case permit a collateral issue to be raised as to the source of 
competent evidence. Segurola v. United States, 275 U. S. 106, 48 
Sup. Ct. 77, 72 L. ed. 186 (1927); Adams v. New York, supra; 
Weeks v. United States, supra; Marron v. United States, 275 U. S. 
192, 48 Sup. Ct. 74, 72 L. ed. 231 (1927). This rule, however, is 
inapplicable when it becomes apparent during the trial that there 
has been an unconstitutional seizure of property of the accused. Amos 
v. United States, 255 U. S. 313, 41 Sup. Ct. 266, 65 L. ed. 654 
(1921); Agnello v. United States, 269 U. S. 20, 46 Sup. Ct. 4, 70 
L. ed. 145 (1925). One indicted for illegal use of mails is entitled on 
application before trial to an order for the return to him of papers 
and articles taken from his home in his absence by officers without 
a search warrant, although they tend to show his guilt. Weeks v. 
United States, supra. The government cannot subpoena books, the 
knowledge of whose existence was obtained by an illegal search. 
Silverthorne Lumber Co. v. United States, 251 U.S. 385, 40 Sup. Ct. 
182, 64 L. ed. 319 (1920). The secret taking without force of a 
private paper was a violation of the Fourth Amendment; the admis- 
sion of such paper in evidence against the person, when indicted for 
crime, was a violation of the Fifth Amendment. Gouled v. United 
States, 255 U. S. 298, 41 Sup. Ct. 265, 65 L. ed. 647 (1921). Some 
Federal courts have held, however, where the defendant knew long 
before the trial that the search and seizure had been made without a 
search warrant and yet had made no effort to prevent the use of the 
property seized until it was offered in evidence, that it was then too 
late to object to the evidence. Winkle v. United States, 291 Fed. 493 
(C. C. A. 8th, 1923). Where there was a preliminary hearing on 
which seized documents were introduced in evidence without objec- 
tion, it was held that it was too late for defendant on trial to object 
for the first time to the evidence as procured by an illegal search and 
seizure. MacDaniel v. United States, 294 Fed. 769 (C. C. A. 6th, 
1924). Furthermore, the question of the illegality of the evidence 
cannot be raised for the first time on appeal. Hart v. Commonwealth, 


198 Ky. 844, 250 S. W. 108 (1923). On the other hand the use of 
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evidence obtained by tapping telephone wires was held not to involve 
self-incrimination since there was no indication of compulsion to in- 
duce the defendants to talk over telephones. Olmstead v. United 
States, 277 U. S. 438, 48 Sup. Ct. 564, 72 L. ed. 944 (1927); 
Nardone v. United States, 302 U. S. 379, 58 Sup. Ct. 275, 82 L. ed. 
314 (1937). The constitutional privilege against wrongful search and 
seizure of papers is one that can only be invoked by the person sub- 
jected to the search. United States v. Seeman, 115 F. (2d) 371 (C. 
C. A. 2d, 1940) ; United States v. Salli, 115 F. (2d) 292 (C. C. A. 
2d, 1940). 

The principal argument other than through inter-interpretation of 
the Fourth and Fifth Amendments against the admission of illegally 
obtained evidence is one based on policy. The courts feel that the 
constitutional rights of the individual are superior to the interest of 
the state in apprehending and convicting the guilty. Some argue 
that a government which enters into a conspiracy with its officers in 
destruction of the constitutional right of a citizen is not an honest 
government and the courts which permit the use of evidence thus 
procured cannot rise above the level of the officer and the government. 
Furthermore it is said that to allow such evidence encourages the 
officers to make searches upon the slightest provocation. This must 
be based on the premise that all officers are dishonest. A saner view 
would be tg allow the evidence, however obtained, since the convic- 
tion of the criminal is of the greater importance in this situation. If 
evidence obtained illegally were held inadmissible, the pettiest peace 
officer would have it in his power, through overzeal or indiscretion, 
to confer immunity upon an offender for crimes the most flagitious. 


E. C. O’'C. 


MUNICIPAL CORPORATIONS—FOREIGN TRADE ZONES—POWER TO 
DELEGATE OPERATION TO PRIVATE CORPORATION—CONTRACT OR 
LeasE?—On January 30, 1936, New York City obtained a federal 
grant from the Foreign Trade Zones Board, acting under 48 Stat. 998 
(1934), 19 U. S. C. § 8la et seq. (1934), giving it the right to oper- 
ate a foreign trade zone. The city began the operation of the zone 
in February, 1937, and continued operations at a loss until May, 1938. 
During that month the Report of a Special Committee of the Board 
of Estimate and Apportionment recommended that the city enter into 
a contract with a private corporation for the continued operation of 
the zone. This the city did on May 11, 1938. The contract was with 
New York Foreign Trade Zone Operators, Inc., a private corporation 
which took over the operation, solicitation of business, and admin- 
istration of the zone. In November, 1938, the city applied for W.P.A. 
project funds for construction of improvements in the foreign trade 
zone. Plaintiffs brought action in a taxpayer’s suit on May 15, 1939. 
Held, that the contract is invalid as a violation of the Administrative 
Code of New York City and as an improper grant by the city to a 
private corporation of property held for a public purpose. American 
Dock Co. v. City of New York, 21 N. Y. S. (2d) 943 (1940). 

Though this is the first case involving Federal Trade Zones that 
has ever been brought before a court the issue involved is not one 
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peculiar to Federal Trade Zones, but is a problem of interpretation of 
municipal power of wide application. 

In deciding the American Dock Co. case the court delves into many 
subsidiary issues. These include whether or not the United States 
government is a party to the suit. Though the zone is operated under 
a federal grant, the court holds that a taxpayer’s suit to enjoin its 
operation by a private corporation was not a suit against the United 
States. Cf., Burck v. Taylor, 152 U. S. 634, 648, 14 Sup. Ct. 696, 38 
L. ed. 578 (1893). The court also discusses the provision in the fed- 
eral grant forbidding sale or transfer, reasoning that this is a condition 
which could be asserted only by the United States to forfeit the grant, 
rather than a limitation which would automatically terminate it. Cf., 
United States v. San Francisco, 310 U. S. 16, 60 Sup. Ct. 749, 84 
L. ed. 697 (1940) (United States granted to San Francisco lands in 
national parks for water supply and electric energy systems and San 
Francisco was prevented from selling and distributing to private cor- 
porations.) In untying the Gordian knot of the case the court had 
little difficulty in deciding that New York City has the power to oper- 
ate a trade zone under New York Law, the New York Charter and 
the Administrative Code. 

The important question involved in the principle case narrows to 
the problem of whether or not a municipality, admittedly having the 
power to operate a foreign trade zone, had the authority to delegate 
that power, that is, to contract with Zone Operators, Inc., for the 
operation of the zone. The contract in question provided that Zone 
Operators, Inc., were to operate the foreign trade zone “on behalf of 
the city but at the corporation’s own expense and through the cor- 
poration’s own officers and employees . . . subject to the supervision 
of the Commissioner of Docks and in accordance with the law and 
the regulations established by the United States Board . . .” Zone 
Operators, Inc., was to operate the zone as a public utility; solicit 
and promote business of the zone; collect all revenues. The city was 
to receive compensation by way of a division of “gross revenue” with 
the municipality’s percentage of the “take” increasing until at the end 
of three years the city would get 70% of the revenue. 

A municipality holds all grants and property in trust for the public. 
Little River Bank & Trust Co. v. Johnson, 150 Fla. 212, 141 So. 141 
(1932); Anderson v. Thomas, 166 La. 512, 117 So. 573 (1928) ; 
Town of Farmerville v. Commercial Credit Co., 173 La. 43, 136 So. 
82 (1931); Green v. City of Rock Hill, 149 S. C. 234, 147 S. E. 346 
(1929), and Carter v. City of Greenville, 175 S. C. 130, 178 S. E. 
508 (1935). 

The issue to be determined, therefore, is whether an agreement 
such as is involved in the American Dock Co. case is a breach of this 
trust; is a surrender of public use to private interests? 


In the instant case the court feels called upon to distinguish be- 
tween a contract for service and a lease of municipal facilities. The 
premise is that a lease necessarily involves a surrender of control by 
the public, and, therefore, breaches the trust in which the facilities 
are held, while a contract for services might not require such a con- 
clusion. Without examining the debatable conclusion that the con- 
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tract is a lease; the premise as to the power to lease deserves re- 
examination. 


(1) Lease of public property is held valid where express statutory 
authorization is present. Cordingley v. Borough of Mendham, 12 
N. J. M. 331, 171 Atl. 158 (1934); Stern v. Mayor and Aldermen 
of Jersey City, 8 N. J. M. 307, 150 Atl. 9 (1930) (lease of airport 
sustained). Cf., Kentucky-Tennessee Light & Power Co. v. City of 
Paris, Tenn., 48 F. (2d) 795 (C. C. A. 6th, 1931) (statute validat- 
ing municipality’s transfer of municipally owned water and electric 
light plants held not intended to ratify contract, if induced by fraud). 
See also, Barnett v. Lincoln, 162 Wash. 613, 299 Pac. 392 (1931). 


(2) In the absence of such an enabling act power to lease prop- 
erty usually is not found. State ex rel. Mitchell v. City of Coffeyville, 
127 Kan. 663, 274 Pac. 258 (1929) (municipality which had acquired 
municipal airport under statutory authority held to have no power to 
lease the airport for operation by private persons); Newport Hos- 
pital v. Ward, 56 R. I. 45, 183 Atl. 571 (1936); Vinsel, Municipal 
Powers Relating to Property, Public Places and Works (1933) 
5 Miss. L. J. 320. 


(3) With or without statute a lease of public property is invalid 
if a violation of public use. Hamilton Lumber & Mfg. Co. v. City of 
Paterson, 121 N. J. L. 95, 1 A. (2d) 311 (1938); Glen W. Dickin- 
son Theaters, Inc. v. Lambert, 136 Kan. 498, 16 P. (2d) 515 (1932) 
(statute authorizing leasing of memorial building held not to author- 
ize such lease for conducting purely commercial enterprises). 

The right of a municipality to make agreements with private cor- 
porations to use public property for a private purpose has been up- 
held in cases where the public use is not destroyed. Pacific Coast 
S. S. Co. v. Kimball, 114 Cal. 414, 46 Pac. 275 (1896) (municipality 
held empowered to lease tidelands to an individual, firm or corpora- 
tion for the purpose of erecting a private wharf or pier) ; Lanham v. 
Forney, 196 Wash. 62, 81 P. (2d) 777 (1938) (municipality may 
allow an individual to use sub-highway territory for his private pur- 
pose of laying water mains); City of Oakland v. Williams, 206 Cal. 
315, 274 Pac. 328 (1929) (contract for construction and lease of 
warehouse in submerged lands granted to the city for a harbor was 
held not void as promoting private purpose). Cf., Derr v. City of 
Fairview, 121 Okla. 23, 247 Pac. 45 (1926) (city held without au- 
thority to lease a portion of a public park for twenty-five years for 
private profit); Nebraska City v. Nebraska City Speed and Fair 
Ass'n, 107 Neb. 576, 186 N. W. 374 (1922) (agreement whereby a 
race track could be constructed and maintained for twenty-five years 
in a public park not upheld) ; Hanlon v. Levin, 168 Md. 674, 179 Atl. 
286 (1935) (lease of park property to radio broadcasting station in- 
valid) ; City National Bank of Ft. Smith, Ark. v. Incorporated Town 
of Kiowa, 104 Okla. 161, 230 Pac. 894 (1924). 

In the instant case there does not appear to be a situation in which 
the public use is destroyed in favor of exclusive and discriminatory pri- 
vate interest. The city still has power to control the use and to protect 
the public interest. 
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If the problem remains one of lack of express power to lease, it 
has been held that a city has implied power to lease property no longer 
useful to the city. Captain C. V. Gridley Camp, No. 104 v. Board of 
Sup’rs, 98 Cal. A. 585, 277 Pac. 500 (1929). 


The city, having the power, also has the choice of means to execute 
that power. City of Kansas Pass v. Minter, 34 S. W. (2d) 1113 
(Tex. Civ. App. 1930) (city has inherent right to put public prop- 
erty to best use serving public —y; See also City of Chicago v. 
Marriotto, 332 Ill. 44, 163 N. E. 369 (1928). 

“The rule of strict asad does not apply to the mode adopted 
by the municipality to carry into effect powers expressly or plainly 
granted, where the mode is not limited or prescribed by the legisla- 
ture and is left to the discretion of the municipal authorities. In such 
a case the usual test of the validity of the act of the municipal body is, 
Whether it is reasonable? and there is no presumption against the 
municipal action in such cases.” Di.Lton, MUNICIPAL CORPORATIONS 
(5th Ed. 1911) § 239. See also C. W. Tooke, Construction and Oper- 
ation of Municipal Powers (1933) 7 Temple L,. Q. 267. 

The decision which the court reaches in the principle case that the 
contract is a lease of real property turns what liberally would be con- 
strued as a valid delegation of power into an alienation of public 
property. In the American Dock Co. case the contract is labeled as 
such and, as is obvious from its purpose, import, and intent, is meant 
to be a contract for services. This the court calls a lease of real prop- 
erty instead of a mere contract for services, reasoning that the word 

“operate” is merely descriptive of the nature of the use to which the 
demised premises shall be put and are equivalent to “to be used for” 
the revenue does not belong exclusively to the city and the Zone 
Operators can allow others to use the facilities of the zone for a 
charge. These are the considerations upon which the court turns this 
contract for services into a lease. A lease of a privilege is a franchise, 
which is another term for a contract for services. . 

In concluding the opinion in the American Dock Co. case the court 
admits: ‘‘In conclusion it may be said that the court would have much 
preferred ability to uphold the validity of the operating contract since 
it appears to have proved more beneficial to the city; but law is law 
and a judge cannot balance between his personal inclinations and what 
he conceived to be his plain duty.” The strength of a judge in follow- 
ing duty rather than personal inclination is to be admired. The char- 
acter of the duty, however, is not quite plain in this case. 

While the provision in the operating contract for maintenance by 
the city may be in violation of provisions of the New York Adminis- 
trative Code so as to sustain the decision on that ground, nevertheless 
a liberal interpretation, permissible under the above principles, would 
allow the conclusion that the sections referred to had no application 
to the situation, and that the city, having the express power to accom- 
plish the object of operation of a foreign trade zone, has the choice 
of economically desirable means to perform that function which would 
include a reasonable contract with a private operator under public 


control. N. D. K. 
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NATIONAL LaBor RELATIONS AcT—INTERSTATE COMMERCE— 
APPLICATION OF ACT ON Basis oF THE FLow or ComMopiTIEs INTO 
A STaATE.—In 1939 The Taystee Bread Company of Tennessee, a 
wholly owned subsidiary of the Purities Bakery Co., had 49.5 per cent 
of its raw material shipped from points outside the state, and during 
this same period it produced bakery products valued at approximate- 
ly $300,000, all of which were sold and shipped to points within the 
State of Tennessee. Held, that federal regulatory power could be 
applied to a business which received raw materials from other states 
though the finished product was sold locally. Jn re Taystee Bread 
Co., Case No. R-2089, 27 N. L. R. B., No. 204 (1940). 

The jurisdiction of the Federal Administrative Bodies and their 
resulting regulatory powers have been restrained within the con- 
fines of the Commerce clause, and therefore are not analogous to the 
cases arising under the taxation power. Cf., Brown v. Houston, 114 
U. S. 622, 5 Sup. Ct. 1091, 29 L. ed. 257 (1885) ; J. Bacon & Sons 
v. Martin, 305 U. S. 380, 59 Sup. Ct. 257, 83 L. ed. 233 (1939). 
It seems, however, that the commerce power is being broadened so as 
to diminish this restraint on federal regulatory power. 

The concept of the scope of the federal regulatory power under the 
commerce clause is being expanded through the influence of adminis- 
trative interpretation of federal legislation. It is a well established 
principle that where the “flow” of commerce is affected federal power 
may be exercised. Stafford v. Wallace, 258 U. S. 495, 42 Sup. Ct. 
397, 66 L. ed. 735 (1922). The commerce power has also been 
applied to intrastate enterprises on which instrumentalities of inter- 
state commerce are dependent. Consolidated Edison Co. of New 
York v. N. L. R. B., 305 U. S. 197, 59 Sup. Ct. 206, 83 L. ed. 126 
(1939) ; (1939) 7 Geo. Wasu. L. Rev. 1030. And further provision 
for expansion is seen in the decision of the Court that the volume of 
commerce affected is immaterial other than that to which the courts 
would apply the maxim de minimus non curat lex. N. L. R. B. v. 
Fainblatt, 306 U. S. 601, 59 Sup. Ct. 668, 83 L. ed. 1014 (1939). 

It is a well settled rule that federal regulation may be exercised 
where sales are made outside the state though the commodities are 
produced locally. Santa Cruz Fruit Packing Co. v. N. L. R. B., 303 
U. S. 453, 58 Sup. Ct. 656, 82 L. ed. 954 (1938); Cf., Carter v. 
Carter Coal Co., 298 U. S. 238, 56 Sup. Ct. 855, 80 L. ed. 160 
(1936). 

There has been little apparent disposition, however, on the part of 
the courts to extend federal regulatory power to cases where com- 
modities were sold locally though the commodities were brought in 
from other states. The mere one-way flow of commodities from other 
states is so remote in affecting commerce as to have been thought to 
be an insufficient basis for the exertion of federal regulatory power. 
Schecter Poultry Corp. v. U. S., 295 U. S. 495, 55 Sup. Ct. 837, 79 
L. ed. 1570 (1935); Cf., Duplex Printing Co. v. Deering, 254 U. S. 
443, 41 Sup. Ct. 172 (1921). In the case of Consolidated Edison Co. 
of New York v. N. L. R. B., supra, the Supreme court avoided pass- 
ing on the legal significance of the flow of commodities from outside 
the state into the Companies’ plant. 

The N. L. R. B., however, has claimed jurisdiction where less than 
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one-tenth of 1 per cent of the sales by a wholesale company were 
out of the state when the wholesale company obtained 75 per cent 
of its raw material from other states. Jn re Schmidt Baking Co., Inc., 
No. C-1627, 27 N. L. R. B. 146 (1940): In re Kudile Bros. Has- 
brouck Heights Dairy, N. L. R. B. No. C-1660 (1940) (sales by re- 
tail establishment). And this claim of the Labor Board has had some 
support in the Courts. See N. L. R. B. v. Henry Levaeur, Inc., 
C. C. A. Ist, No. 3579 (Oct. 25, 1940). 

The principal case is one of the first major attempts since the 
decision in the case of Schecter Poultry Corp. v. U. S., supra, by any 
agency of the Federal government to reopen this question, and if 
carried to the Supreme Court the last important question concerning 
the jurisdiction of the N. L. R. B. will be decided. Whether the 
Court would overrule their previous holding that inflowing commod- 
ities alone are so remote as to be an insufficient basis for Federal 
regulatory control, and find, as in the instant case, that the inflowing 
commodities have “‘a close, intimate, and substantial relation to trade, 
traffic, and commerce among the several states” is conjectural. It is 
submtted, however, that the cases can be distinguished because of 
the economic interdependency of the present labor system, and it may 
well be found that in the principal case the flow of commodities into 
the state had a substantial effect upon commerce. 7.4 & 






























PATENTS—CONSTRUCTIVE REDUCTION TO PRACTICE—EFFECT OF A 
H1atus BETWEEN THE PENDENCY OF APPLICATIONS OF ONE OF THE 
PARTIES TO AN INTERFERENCE PROCEEDING.—In an interference pro- 
ceeding between an application of M, filed Nov. 1934 and a patent 
to T, filed Oct. 1932 and issued Aug. 1933, T was restricted to Feb. 
1931 for his conception date. As to count 1 of this interference, M 
attempted to rely on his prior patent, filed Nov. 1930 and issued May 
1934, for constructive reduction to practice. M attempted to rely on 
his patent for constructive reduction to practice. This was denied 
by the Patent Office Board of Appeals and M appealed to the Court 
of Customs and Patent Appeals. Held, that in view of the hiatus ex- 
isting between the pendency of M’s patent and application, the patent 
could not be relied upon as a constructive reduction to practice and 
the case was remanded to the Patent Office Board of Appeals to con- 
sider the question of M’s diligence. McBride v. Teeple, Jr., 109 F. 
(2d) 789 (C. C. P. A. 1940). 

The above facts of the case of McBride v. Teeple, Jr., may be sim- 
plified and diagrammatically illustrated as follows: 
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From two apparently contradictory principles of patent law, first, 
that an invention to be patented must actually be reduced to practice, 
and, second, that reduction to practice is not essential to the grant of 
a valid patent, the Patent Office and the federal courts have adopted 
the rule that the filing of a complete and allowable application is con- 
clusive evidence that the patentee has reduced his invention to prac- 
tice at least as early as that date. Automatic Weighing Machine Co. 
v. Pneumatic Scale Corp., Ltd., 166 Fed. 288 (C. C. A. 1st, 1909). 
This is known as a constructive reduction to practice. In an inter- 
ference proceeding an application is entitled to the filing date of an 
earlier copending application as constructive reduction to practice of 
the common subject matter. Chapman v. Wintroath, 252 U. S. 126, 
40 Sup. Ct. 234, 64 L. ed. 491 (1920). This is true even if the sub- 
ject matter of the second case has been canceled from the earlier case 
as a result of a requirement for division. Writer v. Kiwad, 63 F. 
(2d) 259 (C. C. P. A. 1933). This is also true even if the earlier 
application had been pending as long as ten years before the second 
application is filed, Arnold v. Langmuir, 36 F. (2d) 834 (C. C. P. A. 
1930), and even if the earlier application subsequently becomes aban- 
doned, Von Recklinghausen v. Dempster, 34 App. D. C. 474 (1910). 
Furthermore, a prior application may be relied upon as a construction 
reduction to practice in the case in which the applicant has a series 
of applications, provided the applicant had continuously pending in 
the Patent Office, applications disclosing the subject matter in con- 
troversy. Benedict v. Menninger, 64 F. (2d) 1001 (C. C. P. A. 
1933). But an earlier application may not be relied upon as a con- 
structive reduction to practice in an interference proceeding involv- 
ing a later filed application, if the later application is filed after the 
earlier application has become abandoned. Euth v. Oliver, 70 F. (2d) 
110 (C. C. P. A. 1934). Similarly in an interference proceeding an 
application, filed after a patent has been granted on an earlier applica- 
tion, may not rely on the earlier application for a constructive reduc- 
tion to practice. In re Spitteler, 31 App. D. C. 271 (1908) ; Conover 
v. Downes, 35 F. (2d) 59 (C. C. P. A. 1929). But cf., Wiley v. 
Mears, 75 F. (2d) 510 (C. C. P. A. 1935) ; Alexander Milburn Co. 
v. Davis Bournonville Co., 270 U. S., 390, 46 Sup. Ct. 324, 70 L. ed. 
651 (1926). The essential facts of the principle case and those in 
the cases of Conover v. Downs, In re Spitteler and Wiley v. Mears 
are similar. In the case of Wiley v. Mears the award of priority was 
made to depend solely on the question whether the prior patent dis- 
closed the invention in controversy; apparently it was assumed, that 
if there was such a disclosure, the prior patent was a constructive 
reduction to practice of the invention there involved. In the principle 
case, this decision in the case of Wiley v. Mears was considered to 
be of little weight because there, the question of constructive reduc- 
tion to practice had not been specifically raised before the court. The 
principle case is in line with the cases of Conover v. Downs and In re 
Spitteler. These decisions are somewhat inconsistent with the Su- 
preme Court decision in the Milburn case, which held, that an applica- 
tion is a constructive reduction to practice of all subject matter dis- 
closed, whether it is claimed or not, and as a result held a patent 
invalid because the patentee had failed to establish a conception date 





RECENT CASES 489 


prior to the filing date of an earlier filed copending patent which dis- 
closed the same subject matter. This inconsistency was raised in the 
case of Conover v. Downs and was dismissed by the court on the 
ground that the Milburn decision arose out of an infringement suit 
instead of an interference proceeding. As a result, however, although 
the Milburn decision and that of the principle case are not directly 
contra, they may produce an anomalous situation. Thus in the prin- 
ciple case T was restricted to a conception date which was subsequent 
to the filing date of M’s patent and therefore under the Milburn de- 
cision, those claims in T’s patent directed to subject matter disclosed 
in M’s patent, are not valid. In addition, if M was not diligent, then 
in accordance with the decision of the principle case T was the first 
to reduce to practice and would be entitled to an award of priority 
over M. Fessenden v. Wilson, 48 F. (2d) 422 (C. C. P. A. 1931). 
That is, T would obtain an award of priority over M as to claims 
which, in view of the Supreme Court decision in the Milburn case, 
are invalid to T over M’s prior patent. 


TAXATION—CONSTITUTIONAL LAw—CHAIN STorE TaxEs—In- 
VALIDITY OF GRADUATED Gross ReEcEIpTs TAx.—A Minnesota statute 
imposed on chain stores a license tax graduated according to the 
number of stores under one ownership, management or control and 
a gross sales tax graduated as the volume of sales increased. Plain- 
tiffs paid a part of the tax under protest and thereafter sued for a 
refund. Held, that the license tax was valid, but that the gross sales 
item violated the equal protection provision of the FEDERAL ConsTITU- 
TION and the section of the State Constitution providing that taxes 
shall be uniform on the same class of subjects. National Tea Co. v. 
State, 205 Minn. aa 286 N. W. 360 (1939); aff'd, 9 U. S. Law 
Week, 2215 (U. S. 1940). 

For a discussion of the earlier phases of the chain store tax prob- 
lem, see Chain Store Taxation Before the Courts (1936) 4 Gro. 
Wasu. L. Rev. 335, to which this note is supplemental. 

In arriving at this decision the Minnesota court did not find it 
necessary to break new ground. Beginning with the case of Stewart 
Dry Goods v. Lewis, 294 U. S. 550, 55 Sup. Ct. 525, 79 L. ed. 1054 
(1935), the state and federal courts almost unanimously have held 
a graduated gross receipts tax to be invalid on the theory that such 
classification is unreasonable and arbitrary. Great Atlantic and Pa- 
cific Tea Company v. Valentine, 12 F. Supp. 760 (S. D. Iowa, 1935), 
aff'd per curiam, 299 U. S. 32, 57 Sup. e: 56, 81 L. ed. 22; Ed. 
Schuster & Co. v. Henry, 218 Wis. 506, 261 N. W. 20 (1935), cert. 
den., sub. nom. Henry v. Wadhams Oil Co., 296 U. S. 625, 56 Sup. 
Ct. 148, 80 L. ed. 444 (1935) ; Lane Drug, Inc. v. Lee, 11 F. Supp. 
672 (D. C. 1935); Great Atlantic & Pacific Tea Co. v. Harvey, 107 
Vt. 215, 177 Atl. ‘423 (1935). As pointed out by the court in the 
principal case, there is no constant or uniform relation between vol- 
ume of gross sales and net profit; there are wide variations in the 
profit margins as between different kinds of business and different 
kinds of merchandise; there are wide differences in the rate of profit 
made by the same concern or concerns in any given line of business 
from year to year. The court concluded that the gross sales tax 
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was “arbitrary, unreasonable, unequal and discriminatory,” and that 
classification according to volume of sales was without relation to 
the purpose of the Act, and without relation to the value of the 
privilege for which the tax was enacted. 


With almost equal unanimity the courts have held that a license 
tax, graduated according to the number of stores under one manage- 
ment, is valid on the ground that the chains enjoy marked competitive 
advantages over the independent stores, that these advantages grow 
as links are added to the chain, hence that there is a reasonable basis 
for separate classification of chain stores. State Board of Tax Com- 
missioners v. Jackson, 283 U. S. 527, 51 Sup. Ct. 540, 75 L. ed. 1248 
(1931); Louis Liggett v. Lee, 288 U. S. 517, 53 Sup. Ct. 481, 77 
L. ed. 929 (1933); Fox v. Standard Oil Co., 294 U. S. 87, 55 Sup. 
Ct. 333, 79 L. ed. 780 (1935); Great Atlantic & Pacific Tea Co., 
supra; Great Atlantic & Pacific Tea Co. v. Grosjean, 301 U. S. 412, 
57 Sup. Ct. 722, 81 L. ed. 1193 (1936) ; Fredericksburg v. Sanitary 
Grocery Co., 168 Va. 57, 190 S. E. 318 (1937); Hurt v. Cooper, 
130 Tex. 433, 110 S. W. (2d) 896 (1937); Bedford v. Gamble- 
Skogmo, Inc., 104 Colo. 424, 91 P. (2d) 475 (1939); Belk Bros. 
v. Maxwell, 215 N. C. 10, 200 S. E. 915 (1939), cert. den. 307 U. S. 
644, 59 Sup. Ct. 1042, 83 L. ed. 1524 (1939); Standard Oil Co. v. 
State Board of Equalization, 99 P. (2d) 229 (Mont. 1940). 


Where the power to tax exists, the extent of the burden is a matter 
for the discretion of the lawmakers. Fox v. Standard Oil Co., supra; 
Magnano Co. v. Hamilton, 292 U.S. 40, 54 Sup. Ct. 599, 78 L. ed. 
1109 (1934). The several legislatures have shown little disposition 
to ease the heavy tax burdens imposed on the chain stores prior to 
1936, and in several instances have even increased the load. Hence, 
Florida levied a license tax, graduated upon the basis of the number 
of stores under the same management, whether within or without 
the state. The legislature of Washington enacted a statute which 
placed a tax upon warehouses maintained by the owner of two or 
more retail stores, from which goods were conveyed to said retail 
stores. The City of Camden, New Jersey, picked up the refrain and 
imposed a special tax on the so-called “super-markets.” The Florida 
and Washington statutes were declared valid in Great Atlantic & 
Pacific v. Grosjean, supra, and in Benjamin Franklin Thrift Stores 
v. Henneford, 187 Wash. 472, 60 P. (2d) 86 (1936). The munici- 
pal ordinance of the City of Camden was voided by the Supreme 
Court of New Jersey in Great Atlantic & Pacific Tea Co. v. Camden, 
122 N. J. L. 47, 4 A. (2d) 16 (1939). 


The courts in most cases have dutifully carried out the apparent 
intention of the legislatures to compel disintegration of the chains. 
Hence, where one chain store owned a majority of the stock in an- 
other chain of stores, both chains were held to be subject to the 
chain store tax as a single unit. H. E. Butt Grocery Co. v. Sheppard, 
137 S. W. (2d) 823 (Tex. 1940). Separately incorporated stores 
which used a standardized method of advertising, common brands, 
group purchasing, and a uniform system of accounting were held to 
be taxable as one chain. Belk Bros. v. Maxwell, supra. See also 
Bedford v. Gamble-Skogmo, Inc., supra. A group of filling sta- 
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tions leased under such circumstances that they were compelled in 
fact, though not in express terms, to deal in products of the lessor 
oil company were considered to be a chain within the statute pro- 
viding for the licensing of chain stores. Standard Oil Co. v. State 
Board of Equalization, supra. 


Despite the trend outlined above, the chain stores are not yet hope- 
lessly doomed to extinction. The National Tea Co. case indicates 
that the courts remain unequivocally opposed to a graduated gross 
receipts tax. Several recent cases even hint of a possible future re- 
trenchment from the present widespread policy of levying oppressive 
taxes on chain stores, and a recognition of the chain store system as 
a valid and wholly desirable feature of our economic structure. In 
American Stores v. Boardman, 6 A. (2d) 826 (Pa. 1939) the Su- 
preme Court of Pennsylvania bluntly declared a license tax graduated 
according to the number of stores or theatres under the same general 
management to be invalid. In invalidating a similar statute the 
Kentucky court in Great Atlantic & Pacific Tea Co. v. Kentucky 
Tax Commission, 278 Ky. 367, 128 S. W. (2d) 581 (1939) attempted 
to distinguish the case of Tax Commissioners v. Jackson, supra, on 
the ground that the latter case involved a statute enacted under the 
police power of a state, whereas in the Kentucky case the statute 
in issue was a revenue measure. The language of the opinion, how- 
ever, discloses a marked pro-chain store leaning on the part of the 
court. 

The three cases noted above may indicate a growing judicial in- 
clination toward the chain store viewpoint. See Again-Chain Stores 
and the Courts (1939) 26 Va. L. Rev., 151. The responsibility of 
the legislature, however, is not to the courts but to the people by 
whom it is elected. Magnano v. Hamilton, supra. Hence, it would 
appear that the chain stores’ ultimate salvation lies, not in decisions 
of the courts, but in verdicts of the voters. M. H. T. 


TRADE-MARKS AND TRADE NAMES—INFRINGEMENT—ABANDON- 
MENT—EXPANSION OF BusriNnEss.—In 1900 plaintiff procured regis- 
tration under the act of 1905 of its trade-mark “Rex” which it used 
from 1896 to 1928 exclusively on prescription bottles sold to drug- 
gists, with the exception of a short period of use on liquor bottles. 
In its application for registration and in 1927 in its application for 
re-registration plaintiff claimed a common law right to exclusive use 
only on prescription bottles in Class 33 of the Trade-Mark Act. In 
1928 the plaintiff applied its mark to nursing bottles and thereafter 
to other bottles. All of its products were made from ordinary glass. 
Prior to 1915 the defendant developed a special quality of glass 
which resisted sudden temperature changes and high temperatures. 
In 1915 the trade-mark “Pyrex” was adopted and applied to that 
glass as used in making various domestic and industrial products. 
In 1922 the defendant began to manufacture nursing bottles and ap- 
plied its mark to that product which it sold for 25¢ each while plain- 
tiff’s nursing bottles were sold for 5¢ each. In 1924 defendant pro- 
cured registration of its mark “Pyrex” applied to nursing bottles. 
The defendant’s bottle is not similar to plaintiff’s in material or ap- 
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pearance. “Pyrex” is a dictionary word. Both parties have spent 
a great deal of money in advertising and do a large volume of busi- 
ness. There is no allegation of unfair competition’ unfair practice 
or fraud. Plaintiff bases its claim for an injunction upon alleged 
infringement of its registered trade-mark. The lower court found 
that plaintiff’s mark was infringed and granted a perpetual injunction 
with an accounting of profits and damages. Held, reversed. There 
was no infringement since defendant’s mark is not a colorable imi- 
tation of “Rex” and is not applied to goods of substantially the same 
descriptive properties. The doctrine of expansion of business did 
not preclude defendant from acquiring a prior right to apply its 
mark to nursing bottles. There is no substantial evidence of con- 
fusing similarity in view of the dissimilar material, appearance and 
price of defendant’s nursing bottles. Walgreen Drug Stores v. Obear- 


Nester Glass Co., 113 F. (2d) 956 (C. C. A. 8th, 1940). 


It is well settled that mere registration under the Federal Acts does 
not confer any greater right than already existed at common law, 
United States Printing & Lithograph Co. v. Griggs. Cooper and Co., 
279 U. S. 156, 49 Sup. Ct., 267, 73 L. ed. 650 (1928); Prestonettes 
v. Coty, 264 U. S. 359, 44 Sup. Ct. 350, 68 L. ed. 731 (1923). 


The sworn declaration in plaintiff's application for registration 
that plaintiff was claiming the trade-mark on prescription bottles was 
held a disclaimer or abandonment of any common law right to apply 
the mark to any other product. The court used the analogy of the 
reissue patent and cited Sontag Chain Stores Co. v. National Nut 
Co., 310 U. S. 281, 60 Sup. Ct. 961, 84 L. ed. 881 (1940) where 
the Supreme Court reversed the Circuit Court of Appeals and held 
that recapture within two years of what a patentee dedicates to the 
public is not permissible ‘‘at the expense of innocent parties.” The 
analogy appears to be rather far-fetched in view of the great dif- 
ference in the rights of the patentee and the owner of the trade-mark. 
The patentee in the absence of an earlier inventor is the only one 
permitted to recapture the dedicated part of the patent and if not 
recaptured no one can claim exclusive use of the dedicated part. Any 
abandoned rights to the trade-mark may be recaptured by the one 
who first uses it as a common law trade-mark and he may then claim 
exclusive use of the mark on certain goods. In the first instance 
the public obtains something which cannot be taken from it and in 
the second instance the benefit accrues to a few. Trade-mark rights 
may be lost by abandonment, non-user, laches or acquiescence. Han- 
over Star Milling Co. v. Metcalf, 240 U. S. 403, 36 Sup. Ct. 357, 
60 L. ed. 713 (1915). Some courts hold that there must be an intent 
to abandon. Nieman v. Plough Chemical Co., 22 F. (2d) 73 (C.C. A. 
6th, 1927), cert. den., 277 U. S. 603, 48 Sup. Ct. 563, 72 L. ed. 
1010 (1928). Where there is a disclaimer to part of the mark there 
is a strong indication against broader rights. Warner Patterson Co. 
v. Malcomb, 39 F. (2d) 274 (C. C. P. A. 1930): Recomier Manu- 
facturing Co. v. Harriet Hubbard Ayer, 59 F. (2d) 802 (S. D. N. Y. 
1932). Acquiescence of use by another mav act as abandonment. 
Jacobs v. Iodent Chemical Co., 41 F. (2d) 637 (C. C. A. 3d, 1930) 
(plaintiff sold defendant’s product); Coca Cola v. Carlisle Bottling 
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Work, 43 F. (2d) 119 (C. C. A. 6th, 1930), aff’g, 43 F. (2d) 101 
(1930) (defendant promised not to sell a substitute for plaintiff’s 
product and plaintiff remained silent for three years). There was 
no abandonment in Aunt Jemima Mills Co. v. Rigney, 247 Fed. 407 
(C. C. A. 2d, 1917), rev’g, 234 Fed. 804, cert. den., 245 U. S. 672, 
38 Sup. Ct. 222, 62 L. ed. 540 (1917) (defendant told plaintiff it 
was going to use mark and plaintiff said it presumed defendant could 
do so without violating any law and did not sue until eight years later. 
Strong dissent.) The theory of disclaimer or abandonment advanced 
by the court differs from the previous theories in that there is neither 
an express disclaimer nor knowledge of defendant’s adverse use. 
This appears to be the first case in which the theory was advanced. 


That there is no infringement unless the marks are similar and 
are applied to goods of the same descriptive properties is well settled. 
The court applies the doctrine of confusing similarity by pointing 
out the differences in the goods and in the marks. This is the same 
test used in unfair competition suits and thus indicates again that 
trade-mark infringement is but a branch of the law of unfair com- 
petition. 

The doctrine of expansion of business does not entitle plaintiff to 
an unhampered use of its trade-mark on products normally considered 
of its manufacture. The doctrine has been given both narrow and 
broad scope. In the narrow sense it is extended only to the use of 
the same mark on goods of the same descriptive properties. Sexton 
v. Schoenhofen, 50 App. D. C. 363, 273 Fed. 327 (1921) (not ex- 
tended from root beer compound to the beverage). It may be ex- 
tended to normal and expected expansion to related goods. Landers, 
Frary & Clark v. Universal Cooler Corp., 85 F. (2d) 46 (C. C. A. 
2d, 1936) (refrigerators and other household electrical appliances). 
It may be extended to new lines of goods. Finchley v. Finchly, 40 
F. (2d) 736 (Md. 1929). Unless the purchaser is misled as to 
source the doctrine does not apply in some jurisdictions. Standard 
Oil Co. v. California Peach and Fig Growers, 28 F. (2d) 283 (Del. 
1928) (Nujol & Nujol Treated Figs confused). The majority of 
courts will give broad protection to distinctive names and narrow pro- 
tections to names commonly used. Protection granted. Anheuser-Busch 
v. Budweiser Malt Products Corp., 295 Fed. 306 (C. C. A. 2d, 1923), 
aff’'g, 287 Fed. 243 (1921) (Budweiser on beer and malt): Mantle 
Lamp Co. v. Aladdin Manufacturing Co., 78 F. (2d) 426 (C. C. A. 
7th, 1935), cert. den., 296 U. S. 639, 59 Sup. Ct. 173, 80 L. ed. 454 
(1935) (Aladdin on phonograph and radios); Wall v. Rolls Royce, 
4 F. (2d) 333 (C. C. A. 3d, 1925) (Rolls-Royce on autos and radio 
tube). Protection denied. Pabst Brewing Co. v. Decatur Brewing 
Co., 284 Fed. 110 (C. C. A. 7th, 1922) (Blue Ribbon on beer and 
malt, name registered 60 times); Pease v. Scott Milling Co., 5 F. 
(2d) 524 (Mo. 1925) (Nox-all on stock feed and flour, name 
registered 30 times). Regardless of what the courts say in reaching 
a conclusion it is clear from their reasoning that they are actuallv 
deciding the case on the basis of unfair competition. In most cases 
apparent contradictory decisions may be reconciled if all the sur- 
rounding circumstances are considered. The majority of the courts 
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reach their decisions by “weighing the equities” as in Emerson Elec- 
trical Manufacturing Co. v. Emerson Radio & Phonograph Co., 105 
F. (2d) 908 (C. C. A. 2d, 1939), cert. den., 308 U. S. 616, 60 Sup. 
Ct. 262, 84 L. ed. 515 (1939). 


The conclusion reached by the court is clearly correct. In view 
of the universal use of the mark “Pyrex” to designate heat-resistant 
glass any other result would be absurd and the lower court certainly 
did not “weigh the equities.” In fact, the lower court’s decision 
was more absurd than the decision in Proctor and Gamble Co. v. 
J. L. Prescott Co., 77 F. (2d) 98 (C. C. P. A. 1935) (cancellation 
of “Chipso” ordered as infringing “Chas-O”). The decision is com- 
parable to that of the English court in Re Chesebrough’s Trade Mark, 
19 Rep. Pat. Cas. 342, 2 Ch. 1, 43 Digest 178, 19 R. P. C. 342 (C. A. 
1902) (“Vaseline” as mark for petroleum jelly protected). In reach- 
ing the result, however, the court makes broad statements which 
should not be followed blindly in deciding other cases. =. 5. 





BOOK REVIEWS 


LIFE AND Law (an autobiography). By Samuel Williston. Boston: 
Little, Brown, and Co. 1940. Pp. ix: 338. $4.00. 


The true measure of a great man is not always that man’s measure 
of himself. His own handiwork is a much surer test, and in the 
case of Samuel Williston the documentary evidence alone, as every 
lawyer knows, is monumental. Professor Williston’s autobiography 
is not an apologia. It is not a subjective self-appraisement. It is 
rather the occasion upon which a wise and beloved teacher of men, 
after rounding out fifty fruitful years of teaching and writing, quietly 
sits down with his family and friends, his former pupils and associ- 
ates, and with anyone else who is interested, and relates simply and 
modestly, in an intimate and conversational tone, the story of his 
life. It is a highly personalized and instructive story, replete with 
the names of widely known personages and reminiscences of those 
casual incidents of a busy life which throw side light on a character. 
If this life story, as suggested on page 267, exhibits its author in his 
“spiritual underclothes,” it should be noted that they fit him very well, 
are not unbecoming, and that the figures which he cuts is one which 
will never permanently go out of style. 

Samuel Williston was born in 1861 at Cambridge, Massachusetts, 
the third child in a family of eight children. His father, Lyman Rich- 
ards Williston, was engaged in educational work throughout his life, 
serving for a number of years as principal of the high school in Cam- 
bridge and later as Supervisor of the Boston public schools. Although 
not wealthy, the family was in comfortable circumstances at least 
until certain investments proved unfortunate. In the middle of his 
senior year at Harvard College, Samuel Williston applied for and 
obtained the position of personal secretary to Mr. Raphael Pumpelly 
and to the Northern Transcontinental Survey of which Mr. Pum- 
pelly was the head. This position, which required residence at New 
port, did not interfere with Williston’s graduation in 1882. It con- 
tinued for two and a half years until the Survey was abandoned, and 
was followed by a year’s teaching in a private preparatory school at 
Media, Pennsylvania. 

In September, 1885, Williston entered the Harvard Law School 
and immediately came under the tutelage of Langdell, Thayer, Ames, 
and Gray. By this time he had definitely resolved to become a lawyer, 
and in consequence his scholastic record in law school was far superior 
to his college work which had not been of the best. In his second 
year at law school he participated in the founding of the Harvard 
Law Review with such men as Joseph H. Beale, Julian W. Mack and 
John H. Wigmore who were third year students at that time. Two 
years of law school were then regarded as ample training for the 
practice of law, and although Williston planned to leave school at the 
end of this period, he was prevailed upon to remain for a third year 
when Dean Langdell voluntarily offered him a scholarship of $150 
which amounted to the tuition. Before commencing his third year, he 


[ 495 ] 





496 THE GEORGE WASHINGTON LAW REVIEW 


became engaged to Mary Wellman of Cambridge to whom he was 
married two years later. Entering thus on his last year as a law 
student “with something on my mind besides law,” Williston pro- 
ceeded to write a prize essay on the “History of the Law of Business 
Corporations Prior to the Year 1800,” and appropriately gives credit 
to his financee for her assistance and self-denial which made this pos- 
sible. This essay may be found in 2 Harvard Law Review 105, 149 
(1888); III, Selected Essays in Anglo-American Legal History, 
p. 195 (1909). 

Upon graduating from Law School in 1888, Williston spent a year 
in Washington as secretary to Justice Horace Gray of the Supreme 
Court at an annual salary of $1,600, following which he entered upon 
the practice of law at a salary of $600 as a law clerk with the firm 
of Hyde, Dickinson and Howe in Boston. In the fall of 1890 he be- 
came an assistant professor at Harvard Law School, continuing how- 
ever to devote one-half of his time to the practice. During the en- 
suing five years while assistant professor, he was offered the deanship 
of three law schools and also an appointment as Reporter of Deci- 
sions to the Massachusetts Supreme Court, an office regarded at that 
time as a sure step to a seat on the Bench. These offers he declined 
and in 1895 was appointed a full professor in the Law School. A 
passion for work consisting of teaching, practicing and writing, which 
included the preparation of an eighth edition of Parsons on Con- 
tracts, a case book on Sales, and Law Review articles, soon took its 
toll. Shortly after his 34th birthday Williston suffered a serious nerv- 
ous breakdown accompanied by a debilitating insomnia. During three 
trying years he was wholly incapacitated and painstakingly sought to 
regain his health under a physician's care by long and continued treat- 
ments in a sanitarium, by sojourns at Bermuda and other resorts, and 
a long winter and spring in California, separated from his wife and 
two baby daughters and worried about their future and his. During 
the school year of 1898-99, he was sufficiently recovered to teach a 
course in Bankruptcy of one hour a week and the following year he 
undertook the full teaching schedule of six hours a week. This 
brought a recurrence of illness which prevented his teaching from 
December to March during that school year. Throughout this dif- 
ficult five-year period of total and partial incapacitation, Williston 
retained his position and a salary at Harvard. Ames was then dean 
of the Law School. Williston writes at page 162: “On my last break- 
down it had seemed to me that it was my duty to offer my resigna- 
tion, however ruinous it might be to myself and to my family, and I 
suggested this to Mr. Ames. He said that I must not resign and I 
naturally followed his advice. . . . I have subsequently had the satis- 
faction of contributing to the University in cash at least the amount 
of unearned salary that I received in my absence, but my sense of 
obligation is undiminished.” 

From 1900 until his retirement in 1938 Williston taught at Har- 
vard Law School. He was necessarily obliged to exercise unusual care 
of his health, but this did not inhibit a busy, productive, and alto- 
gether enjoyable life. In addition to continuous teaching, his work in 
drafting the Uniform Sales Act in 1904 and serving as a Commis- 
sioner of Uniform State Laws from 1910 to 1929, the publication of 
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a comprehensive treatise on Sales (1909; second edition 1924) and 
on Contracts (1919; second edition 1936), the preparation for the 
American Law Institute of a Restatement of the Law of Contracts, 
and intermittent excursions into the practice of law and active litiga- 
tion, comprise a major portion of his activities and accomplishments 
during this period. 

Every chapter of Life and Law is meaty with facts. Perhaps the 
best chapter in the book is one entitled “Changing Theories of Legal 
Education.” Obviously in this field Williston is more concerned with 
the preparation of law students for practice at the bar than in the 
education of law professors, and his criticism of the functional ap- 
proach, the Hohfield terminology, and Realism in Jurisprudence is 
based upon this primary concern. A chapter on Uniform Laws and 
another on Restatement of the Law provide a rationale underlying 
these parallel movements in codification and quasi-codification of the 
law, with respect to each of which Williston has been a powerful con- 
tributing factor and is a competent spokesman. A chapter entitled 
“Incursions Into Practical Affairs” is not the only one containing in- 
teresting summaries of litigated cases in which Williston took an 
active part. 

The book contains eight illustrations and a good index. In a short 
foreword Judge Learned Hand expresses his respect and admiration 
for a great objective thinker. It is fortunate that Williston has writ- 
ten his autobiography, because no one else could have written on the 
subject as intimately and as unassumingly as he has done. It is even 
feared that this short review makes him appear a more imposing fig- 
ure than does the book. 

G. GALE RoBERSON 
Of the Chicago Bar and Faculty of Northwestern University. 


THE BoTTLENECKS OF Business. By Thurman W. Arnold. New 
York: Reynal & Hitchcock. 1940. Pp. xi, 319. $2.50. 


In earlier years Professor Thurman Arnold had sardonically spoken 
of the antitrust laws as a “preaching device.” That, however, was in 
his THE FoLKLorRE oF CAPITALISM where he was careful to remind 
his reader that he was speaking only as an “observer” of government. 
And it was a portion of his thesis there that “the creed of a political 
observer has utility and truth only in diagnosis, not in action.” 

Now for over two years Assistant Attorney General Arnold has 
found himself in the role of the man “in action,” assigned to the en- 
forcement of those very same antitrust laws. And, stating in his 
preface that it was his desire to create a “public understanding” of 
what he and his staff are trying to do, Mr. Arnold has written THE 
BoTTLENECKS OF BusINESS. From its interesting pages it is apparent 
that the author has not forgotten the analysis of the antitrust laws 
and their practical operation which he had made at an earlier day from 
his observation “platform.” 

The book is an expression of the philosophy and procedure of anti- 
trust law enforcement now dominating the antitrust division of the 
Federal government, and for that reason alone it is well worth careful 
reading by lawyer and layman alike. For this is something new, this 
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present militant and realistic enforcement of the Sherman Act and its 
kindred laws. Here is a book to explain in commodious detail what 
this new-found division of the Federal government is doing in its par- 
ticular field of economic controls, and why. Not without reason has 
Max Lerner called it “a government document of great importance.” 

From the beginning Arnold begins to formulate his basic premise 
that the success of any economy committed to a system of distribution 
of goods and services through private enterprise depends primarily 
upon the maintenance of a free market. Short-circuits will occur 
whenever the distribution flow is interrupted by price-fixing arrange- 
ments and agreements to limit production, and the nation’s business 
is then confronted with what Arnold chooses to call “bottlenecks,” 
“log-jams,” and “toll-gates” in the economic system, all imposed by 
private groups with no public responsibility and resulting in a constant 
squeezing of the consumer. He calls to mind the vicious cartel sys- 
tem flourishing in pre-Hitlerian Germany and sounds a warning bell, 
for “had it not been Hitler it would have been someone else. When 
a free market was destroyed, state control of distribution had to fol- 
low.” 

Mr. Arnold, as will be expected by readers of his previous books, 
is profuse with examples of industries where “bottlenecks” have 
formed by reason of the stifling of any effective competition from 
sources not disposed to cooperate in arrangements agreed upon by 
private groups wishing to control prices and production in their par- 
ticular field. 

For all of this Mr. Arnold would condemn no one. The abuses that 
exist have grown, he believes, out of spasmodic and irregular public 
enforcement of the antitrust laws as well as from a former tendency 
to leave their enforcement to private litigants so that what enforcement 
there may have been was used only for private purposes. The remedy 
Arnold proposes is a clarification of the rather confused state of the 
law in this field by a consistent and watchful public enforcement based 
upon a test which sees no violation in the size of an organization so 
long as the organized power acquired by increasing size results in 
efficiency and service being passed on to the consumer. That is what 
Arnold believes to be the economic substance of the Supreme Court’s 
“rule of reason.” 

The chapter devoted to procedure under the Sherman Act is par- 
ticularly interesting to the lawyer. The procedure for submitting a 
proposed plan to the Department for an opinion as to its validity, the 
consent decree, grand jury proceedings, and nolle prosse possibilities 
are elaborated upon in detail, and will provide the practitioner with 
valuable information as to the administrative processes now prevail- 
ing in the Anti-Trust Division. 

By Mr. Arnold’s own admission, the Sherman Act cannot be “a 
catalog of specific rules,” but neither should it be shrouded in a “veil 
of learned mystery.” For those who endeavor to pierce the “veil,” 
THE BoTTLENECKS OF BUSINESS is a distinct contribution to the field. 

Lioyp FLETCHER, JR., 
Of the District of Columbia Bar. 








